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Some Aspects of Brazilian 


Agricultural Policy 


By Jimmye S. Hillman* 


Brazil’s enormous territorial area of approximately 3,200,000 
square miles, its wide range of climatic and soil conditions, and 
its adaptibility to the production of many crops of world-wide 
importance constitute a great economic potential. Yet, a strik- 
ing fact is its limited area of arable land. The 1950 census 
showed that approximately 19 million hectares of land were 
devoted to cultivated crops or 2.5 per cent of the total land area. 
Another 108 million hectares were being utilized as pasture. 

The principle cultivated crops are coffee, cocoa, rice, corn, 
cotton, beans, manioc, sugar cane, fruit crops, and wheat. Yet, 
with all this national diversity in production, there is, and always 
has been, a lack of diversity within individual farms. One result 
of this cropping system is a conservation problem of enormous 
proportions. One wonders just how long that country can afford 
the traditional attitude that there will always be an abundance 
of virgin soil just for the asking and clearing. The presently 
known, proved, but undeveloped fertile soil areas are not large, 
most of which are in the process of being settled and developed. 
There exists no wide expanse of level, easily subjugated lands 
such as the Argentine Pampas or the Corn Belt of the United 
States. With the exception of the plains of Rio Grande do Sul, 
the southern-most State, all cropland was once forest. 

The nature of Brazil’s agricultural development, though not 
unique, has assumed a special form. Agricultural production is 


* Dr. Hillman is Associate Professor of Agricultural Economics at the 
University of Arizona. He recently spent two years in Brazil as Agricul- 
tural Economist with the International Cooperation Administration. 
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highest in the east-central area where coffee culture has led to 
serious losses in soil fertility. As a result, the land base is being 
depleted and coffee continues to move west and south while the 
old lands are abandoned to brush or grazing of a very low pro- 
ductive capacity. These abandoned lands present one of the real 
challenges to Brazilian agriculture and future policy toward 
agriculture. 

The farm population, about 40 million out of a total of 60 
million, is increasing but at not so fast a rate as total popula- 
tion. This would be a desirable development if it came as a 
result of increased efficiency in agriculture. But the case is just 
the opposite in Brazil; production efficiency has not greatly in- 
creased. A gradual reduction in the proportion of the working 
population required for maintenance and development of agri- 
culture in a country generally indicates a progressive economy, but 
unless production efficiency improves at the farm level, continued 
shifts of farm population to the cities lead to serious difficulties. 
For some time after World War II, an unbalancing exodus of 
farm labor was one of the most serious problems of the Brazilian 
economy. This exodus was not accompanied by mechanization 
and other technical developments sufficient to assure adequate 
increases in productivity. More recently, farm to city population 
shifts have decreased and production efficiency has been on the 
rise, but these advances have been partly offset by decreases in 
soil fertility.* 

There is in Brazilian agriculture an excessiely heavy use of 
labor per unit of cultivated area. Size of farm seems to affect this 
phenomenon very little. Human labor is the source of power 
for large and small farms alike. The census of 1950 showed 
that agricultural machinery, such as plows, harrows, cultivators, 
and harvesting implements represented only 1.2 per cent of the 
total value of farm property. Only 29,000 tractors were enum- 
erated for the more than two million farms. 


The medium to large scale plantation has predominated in 
the production of Brazil’s export crops such as sugar, cocoa, and 


1This point was emphasized to the author by Dr. Ruy Miller Paiva, 
Chief of the Sub-Division of Rural Economics, State Department of 
Agriculture, State of Sao Paulo. 
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coffee. Commercial production of crops, as well as cattle, has 
been in the hands of the /atifundio operator and dependent on 
day laborers. Small farmers, though numerous,” produce rela- 
tively little of the total volume which enters foreign and domestic 
commercial channels. Subsistence is the norm for these opera- 
tors, and there is little hope that under present circumstances 
they will generate enough capital to expand operations. 

Important, also, as a background for agricultural policy is 
the so-called “elite rural” or gentleman farmer who administers 
his operation out of the large cities, but who seldom does manual 
labor. Policy in general, but credit policy in particular, is made 
for their benefit, as will be pointed out later. But what is 
probably more important is that these farmers frown upon 
producing row crops to any great degree. 

It should be pointed out that the regional nature of Brazil 
with respect to resource distribution, ethnic characteristics, den- 
sity of population, agricultural patterns, and degree of economic 
development have all had a great bearing on those elements of 
policy which have evolved. These regional characteristics have 
been compounded by a lack of transportation and communication. 


Development of Policy. It was only after the beginning 
of the 20th century that agricultural legislation of any conse- 
quence was enacted in Brazil. The principal reason for this was 
the lack of rural leadership. Farm organizations have played 
a minor role in demanding assistance for agriculture, and are 
still relatively weak in their influence. Several states have a 
federated rural association * de classe, which means that farmers 
are permitted to take advantage of ‘special privileges granted 
under federal legislation for farm associations. The greatest 
of these privileges at present relates to the importation of pro- 
duction materials. 

_ Unlike the situation in the United States, agricultural problems 
have never had a dominant place in Brazilian legislative delib- 


8 The strongest of these is the Federacao das Associacoes Rurais do 
Sao Paulo, which is organized under Federal Decree-law No. 8127 of 
October, 1945. 

2 The 1950 Census showed that 1,763,358 of the 2,064,527 farms, or 
85.4 per cent, were less than 100 hectares in size; but these constituted 
only 16.5 per cent of the total cultivated area. 
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erations. In the development of that Nation, government policies 
and procedures did not make such a distinctive break-away from 
the European pattern. Farm people, as such, have never exerted 
a major influence on legislation. The Brazilian rural population 
has never constituted the relatively cohesive group necessary to 
exert the pressure for development of general agricultural legis- 
lation. As a result, agricultural policy in Brazil rests on a mass 
of lengthy, non-connected, and in many instances, ill-conceived 
acts which, at times, have retarded solutions to the farmer's prob- 
lems about as much as they have solved these problems. In 
fact, one might even question the usage of the term “Brazilian 
Agricultural Policy’’ because what exists in reality is a series 
of acts which lacks a common objective. It is fairly obvious 
to one who has been associated with Brazil’s farm problems 
that many of these problems stem from the vacuum in agricul- 
tural leadership. 

Nor have the farm people of Brazil ever exerted a great 
influence on issues outside the immediate interest of agriculture. 
Such aspects of national policy as monopoly control, transpor- 
tation, customs regulations, and monetary and banking policy 
have not been the center of struggles between farm and indus- 
trial interests like those in the United States from about 1815 
onward. This, despite the fact that Brazil is predominantly 
rural, has a national legislature and executive set-up along the 
same line as the United States, and operates as a constitutional 
democracy. 

One can attribute the lack of interest in agricultural affairs 
and the complacency about other legislation which affects farm- 
ing primarily to the apathetic attitude toward rural welfare, 
which attitude probably originates in the almost universal dis- 
repute with which the farmer as a tiller of the soil has been 
held. The farmer in Brazil has done little to merit a better policy 
than has resulted. The blame for this might well be placed in 
part on the ‘gentleman farmer” who has derived position and 
economic status from the agricultural resource base, but lives 
in the metropolitan areas; who refuses to fight for and be asso- 
ciated with the real problems of Brazilian agriculture; and the 
sons of whom study medicine, law, or the military, instead of 
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concerning themselves with farming and how to better the lot 
of rural people. 

Land Policy. An illustration of the different approaches to 
agricultural policy in Brazil and the United States is particularly 
striking in their treatment of land policy.‘ In both instances 
there were vast areas of land to settle. The approaches to the 
development of the public domain and the results secured have 
been quite different. A few examples will suffice to illustrate 
this. During the colonial and empire periods, even though the 
transference of rights from public to private hands was quite 
complete, the method of transference did little to promote settle- 
ment. Land grants were of tremendous size and went to people 
of proper lineage and position. By 1822, when Brazil gained 
her independence, the concentration of land ownership had al- 
ready reached a high degree as a result of these grants. There 
was no Jefferson to champion the cause of land-seeking pioneers 
and small land holders and to establish the policy of a family- 
size farm, as opposed to the extension of the landed aristocracy 
concept of the old world. One result of this was that owner 
operation was never strongly stressed as an ideal to be striven for. 

At the time of the adoption of the Constitution in the United 
States the several states relinquished their own rights to the 
unoccupied western lands. These lands were established as the 
public domain of the federal government, and their sale not 
only promoted the westward movement of population, but also 
helped in financing the new government. In Brazil, on the other 
hand, the sequence of events was quite the opposite. Prior to 
the establishment of the Republic in 1889, the rights to the public 


4 This article will have to be limited in its treatment of such subjects. 
An attempt will be made to supply references for those who want to go 
into the matter further. On Brazilian Land Policy the following are sug- 
gested: (a) “Os Problemas da Terra no Brasil e na America Latina,” 
Comissao Nacional de Politica Agraria, Ministerio da Agricultura, Rio 
de Janeiro, 1954, pp. 11-98. This publication was a result of the 
FAO-sponsored Seminar on Land Problems held in May and June 1953 
at Campinas, Brazil. (b) Souza, Joao Goncalves, ‘‘O Problema da Terra 
No Brazil,” Revista de Pesquisas Econémico-Sociais, Vol. 1, No. 1, Rio 
de Janeiro, 1949, pp. 112-145. (c) Smith, T. Lynn, Brazil: People and 
Institutions, Louisiana, State University Press, Baton Rouge, 1946, Part 
Five “Relations of the People to the Land,” Chapters XIII-XVIII. 
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land were vested solely in the imperial government. Upon the 
adoption of the republican constitution, each of the states was, 
with minor exceptions, vested with the rights to the public lands 
lying within its borders. From that date, /and policy, with some 
exceptions such as mineral rights and border areas, has been under 
the jurisdiction of the states. The positions taken by the states 
toward land development problems have been quite varied.° 

In addition to the concentration and control of land owner- 
ship, there has been no concerted effort to develop a conservation 
policy. Physical deterioration of the soil as well as the man is 
being brought about rapidly by absenteeism and poor manage- 
ment on estates operated by administrators, and by the soil 
mining practices on those portions of the estates that are let 
out to renters. 

There have been many proposals recently for agrarian reform 
in Brazil. No doubt, these demands for reform recognize that 
most of the problems are due to the land policy followed. 
The form that most reform proposals take is outright expropria- 
tion and subdivision of large holdings. Others hold that this, 
in itself, is not sufficient, but that the need for education and 
development of the man to the whole agricultural problem holds 
the key to rural welfare. 


Commodity Institutes. Perhaps it was the lack of rural lead- 
ership and other factors already mentioned that led to such 
a late development in Brazil’s agricultural policy and which 
resulted in the type of legislation which prevailed for many years; 
indeed, which still predominates. That is, the commodity ap- 
proach. Still another reason for this approach is the extreme 
regionalism of agriculture. The tendency is for one crop or a 
very small group of crops to predominate in the several geo- 
economic regions. In any event, the historical characteristic of 
Brazilian policy has been one of commodity crisis. Solutions to 
crisis after crisis have been sought through the creation of tem- 
porary panaceas, usually in the form of an Instituto. 

The establishment of commodity “institutes” for the major 
crops by certain states and by the Federal Government evolved 


> See Smith, T. Lynn, op. cit., p. 377, for examples. 
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out of thinking and actions related to coffee control schemes, 
which date from 1906. So-called defense institutes (defesa—to 
protect the crop) have been established for cocoa, livestock, 
maté, pine timber, rice, sugar, and tobacco in addition to coffee. 
In general, they have as principal objectives: (1) development 
of new markets, (2) establishment of marketing and grading 
standards, (3) improvement of production methods, and (4) 
making loans to producers. 

Attempting to obtain these objectives has entailed control of 
production, marketing, and prices through prorating and valor- 
ization schemes. In many instances the institutes have been 
given the powers of marketing monopolies. Moreover, it appears 
that representatives of industries, rather than the farmer, have 
taken the lead in this policy of commodity controls, bearing out 
what was said above relative to the small role of the farmer 
in developing policy. Certain programs of the institutes are 
closely tied to the foreign exchange mechanism through the 
Bank of Brazil. Domestic pricing measures have been, at times, 
administratively linked to institute policy, as will be pointed 
out later. 


Coffee. Only a brief treatment of this commodity-type policy 
will be possible here.* The coffee and sugar programs, by way 
of illustration, reveal two different approaches. Protection of 
coffee started in 1906 and was repeated in 1917, 1921, and 1924, 
or on every occasion that the market could not absorb the 
excessive production. The first three interventions proved suc- 
cessful in that coffee withheld and stored was subsequently sold 
during scarce years. The 1924 support program, however, which 
was made permanent policy in 1926, resulted in consistent over- 
production primarily because of world trade conditions. Immi- 
gration and rapid colonization of extensive areas of new land 
added to this problem. World production rose to over 40 mil- 
lion sacks for a market that could absorb only 20 to 25 million. 
Doubt is expressed by certain Brazilian economists about the 


6 More details can be found in the various acts which created the insti- 
tutes. A brief treatment is given the subject in Foreign Agriculture, 
Vol. XIII, No. 4, April, 1949, pp. 86-89. 
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possibility of selling more coffee at lower prices in that era of 
when the prices had already dropped to 5-7 centavos (several ag 
cents) per kilogram. When the large accumulation could not ex 
be marketed, Brazil withdrew from the market and destroyed iss 
nearly 80 million sacks so as to maintain prices at a level that sik 
would allow more revenue, exchange-wise for the country. ne 
After World War II, world production of coffee fell below 
consumption due to bad cultural and management practices, a es: 
succession of bad weather years, and governmental restrictions fo 
of new plantings, which began in 1934. It was only in 1949, an 
when Brazil had disposed of the remnants of old stocks, that in: 
coffee prices rose again to high levels. Restrictions on plantings co! 
have since been lifted, and this, plus a more intensive cultiva- iza 
tion of old trees, has again resulted in higher production, price pri 
decreases, and surplus stocks. Minimum prices were established ter 
through the Comissao de Financiamento da Producao (Produc- ult 
tion Finance Commission) and the Instituto Brasileiro do Café be 
(Brazilian Coffee Institute—IBC) and coffee was again with- in 
drawn from the market—on the basis of these prices.’ Today its 
(1958) Brazil is again faced with a mounting surplus of coffee de 
which, unless market conditions change, will make for difficult 40 
policy decisions in the near future. Br: 
The IBC is the official body in charge of planning and carry- ag. 
ing out of coffee policy. It is constituted of an Administrative pri 
Board, which is composed of coffee growers, delegates of the Br; 
producing states and representatives of the Rio and Santos export at 
markets, and an Executive Board of Directors, which has three joi 
coffee grower-directors and two directors from the Government, 
one of which acts as Chairman. Revenue for IBC operations me 
derives from a tax on exports and from sales of surplus stocks, has 
the latter of which has seldom been effective. the 
The functions of the Institute as stated in its by-laws are to to 
protect prices; to control the flow of coffee from the interior anc 
to the ports; to regulate trade in coffee, specifically exports; to fiel 
promote better methods of cultivation; and to improve quality of 
of the product. In carrying out coffee policy, certain operations Ins 
7 Three million sacks were withdrawn to begin with but this amount a 


has increased. 
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of the Institute have at times been assumed by other governmental 
agencies, resulting in duplication of effort, and confusion. For 
example, it is the Minister of Finance, and not the IBC, that 
issues policy directives on price guarantees, and who is respon- 
sible for providing the financing of purchases that may be 
necessary. 

In appraising the coffee policy of the Institute and its predec- 
essors it must be noted that the nature of the crop—its storability 
for indefinite periods—and its perennial growth possibilities— 
and the relative inelasticity of demand for the product have been 
instrumental in policy calculations. In a general way one might 
compare that policy with our own price support program. Valor- 
ization schemes do appear to have been effective in stabilizing 
prices and the Brazilian economy for short periods, but the long 
term result seems to have been an increase in production, which 
ultimately led to more surpluses. Price seems always to have 
been maintained at too high a level, favoring increased production 
in other countries, which sold their crops while Brazil was storing 
its own. Consequently, Brazil’s share of the total world exports 
declined steadily from around 60 per cent before 1924 to around 
40 per cent at present. Also, as a result of its domestic policy, 
Brazil has always been a leading proponent of an international 
agreement, which would establish export quotas and minimum 
prices between major exporting and importing countries. The 
Brazilian Government, in reality, has never pushed very hard for 
a realistic agreement. The United States has always refused to 
join such deliberations. 

In matters of improving product quality and promoting better 
methods of cultivation, the direct role of the Coffee Institute 
has been small. Nor did the other official bodies that preceded 
the IBC obtain any great practical results in organized campaigns 
to control coffee pests and diseases, to introduce new varieties, 
and to improve cultural practices. The best results in these 
fields have been obtained by experimental work in the State 
of Sao Paulo, some of which has recently been financed with 
Institute funds. 

Sugar. Another example of the commodity approach to agri- 
cultural policy, but of a different type, is the Institute of Sugar 
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and Alcohol. Brazil is one of the five foremost sugar producing adc 
countries in the world, but unlike coffee, production is almost dor 
entirely for domestic consumption. In 1906, the Brazilian sugar ] 
industry refused to join the Pact of Brussels, as they feared tha 
competition from beet sugar. Instead, they followed a policy of gro 
artificially high domestic prices, which encouraged new produc- fixi 
tion, occasionally dumping small surpluses on the world market. thu 
Production of sugar and alcohol is divided into two district pro 
regions—the old, inefficient Northeast, and the South, the center for 
of which is in the State of Sao Paulo. In order to control pro- tior 
duction and preserve an equilibrium between the regions, the at 
Government created in 1933 the Instituto do Acucar e do Alcool. the 
The principal aims of this Institute are to insure an internal wai 
balance between demand and supply through the establishment fro 
of production quotas and obligatory diversion of sugar to alcohol anc 
manufacture, and to establish a base price for sugar. It also late 
has broad social functions, in that it is responsible for seeing ( 
that sugar mills purchase part of their cane from independent dev 
farmers and that the latter are paid prices proportionate to sugar duc 
prices, under the guarantees of permanent contracts. ag 
Accumulation of surpluses has been avoided by diverting sugar the 
cane residues and cane juice to anhydrous alcohol production. _ 
A program to this end was followed rigorously during World fiel 
War II in order that the alcohol could be substituted for gasoline 7 
as a motor fuel. evo 
In recent years the Institute began controlling the production bas 
ofaguardente, (Brazilian rum) by purchasing 50 per cent of nat: 
the annual sugar crop from producers for transformation into ave 
alcohol. A large part of the Institute’s resources derive from wit 
a tax collected on the other half of the crop. Other sources of lev 
funds are obtained from low proof alcohol, sold as rum, and fere 
from annual appropriations from the Ministry of Agriculture. agr 
In evaluating the activity of this Institute it is difficult to sepa- pro 
rate some of the social costs and benefits from the more direct eco 
economic costs and benefits. Considerable improvement has been C 
brought about in the conditions of life and work in the primitive ture 
types of factories, or open-kettle mills, called engenhos. More- met 


over, construction of new engenhos has been forbidden. In Oth 
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addition, a certain degree of stability has been built into the 
domestic market. 

Relative to one of the most important aims of the Institute, 
that of protecting the Northeastern industry against excessive 
growth in the South, there is more controversy. The basis for 
fixing sugar prices up until 1951 was the Rio de Janeiro market, 
thus giving Southern producers a great advantage due to their 
proximity to this market. Rigid regional production quotas set 
for the South were unable to halt the large increase in produc- 
tion which resulted from improved efficiency on the farm and 
at the mill. Due to the relative inefficiency of operations in 
the Northeast, in 1951 a single sugar price for the entire country 
was established, on the basis of which the exportation of sugar 
from the Northeast is subsidized. It is doubtful that the sugar 
and alcohol industries in that region could exist in an unregu- 
lated market. 

Other questions have been raised relative to the wisdom of 
developing alcohol on the basis mentioned above; that is, pro- 
ducing alcohol from cane juice at prices identical to those for 
sugar. Such a program is also a very expensive means of solving 
the motor fuel problem, even in times of emergency. Moreover, 
problems of this nature do not confine themselves strictly to the 
field of agriculture. 

This brief presentation illustrates the problems involved in 
evolving an agricultural policy on a commodity by commodity 
basis. Specifically, one notices the lack of continuity and coordi- 
nation among the programs of the various institutes. Programs 
are inaugurated to meet crises in only one industry at a time 
without attacking the common objective of raising the general 
level of living of all farm people. Brazilian agriculture has suf- 
fered from the regional factionalism that has succeeded in passing 
agricultural legislation haphazardly, and which has neither im- 
proved farm efficiency nor increased social justice in the total 
economy. 

Of the various commodity institutes established for agricul- 
tural purposes only four are controlled by the Federal Govern- 
ment—those for coffee, mate, pine timber, and sugar and alcohol. 
Others were organized and operate under state auspices. Included 
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among these institutes are those for cacao and tobacco in the 


State of Bahia, and the meat and rice institutes in Rio Grande in 
do Sul. Additional organizations have been formed in recent to 
years and attached to the Ministry of Agriculture to deal with he 
commodity problems. Among these are the Executive Commis- de 
sion for Mandioca Products, a government created Cotton Com- ac 
mission, and the Wheat Expansion Service, all of which were of 
created since the beginning of World War II. Yet, as one di 
Brazilian economist remarked, some of the most important com- th 
modities of the country such as beans and corn still don’t have p 
an institute! or 


Agricultural Price Policy. Brazilian legislation dealing with 
the general problem of price supports and stabilization for agri- 


cultural products was not enacted until well after World War II be 
and, with few exceptions, has not greatly affected the rural ~ 
welfare. Minor decrees providing incentives and protection had of 
existed during and immediately after World War II, but it was i 


not until December, 1951 that major legislation was passed in 
the form of Federal Law No. 1506. That Law, which has been = 


amended several times, provides for price stabilization and for om 
the construction of warehouse facilities to store commodities 
acquired under the price support program. The authority granted su 
is supplementary to, and does not necessarily interfere with, pro- aff 
grams of the commodity institutes and other official agricultural pr 
programs. The program is administered by the Commission it 
for Financing Production, (Commisao deFinancamento da Pro- gu 
ducao) which is responsible to the Ministry of Finance, and which th: 
is similar in theory of operation to the United States Commodity pr 
Credit Corporation. Operating capital for the Commission is of 
provided by the Federal Government. kn 
The initial mandatory list of commodities to be supported tic 
by the Law were rice, beans, corn, peanuts, soybeans, wheat, tio 
sunflower seed, manioc flower, starch or tapioca, and mate—a sp 
formidable list considering the fact that the Government had pr 
little experience in administering such a broad program of this 
nature. Other products such as cotton, coffee, sisal, carnauba stc 
wax, etc., may be added and removed from this list by special be 


decree from the Finance Minister. lat 
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The Commission must make public, three months before plant- 
ing time, the support prices for the various crops. Prices refer 
to products delivered at seaport or principal distribution centers; 
however, purchase may be made at interior points, with freight 
deducted accordingly. The program operates through a direct 
acquisition of the product at the guaranteed price or by financing 
of the product at 80 per cent of this price. Products must be 
duly graded, treated and deposited in warehouses selected by 
the Commission. Once the Government takes possession, the 
products may be disposed of by selling them on the domestic 
or foreign markets. 


In evaluating Brazilian experience with price supports it would 
be incorrect to say that the program has been ineffectual in 
achieving a certain amount of price stabilization. The influence 
of the Commission, however, has been largely due to its de facto 
existence and not because of its operation and intervention in 
the market, which has been on a relatively small scale. In this 
regard, that experience is quite different from that of the Com- 
modity Credit Corporation in the United States. 


Several factors account for the poor functioning of the price 
support mechanism. In the first place, very few among those 
affected by this legislation understood what was involved in a 
program of this nature. The farmer had little idea as to how 
it was set up to operate. The Brazilian farmer's mania for price 
guarantees resembles a belief in magic much more than a belief 
that the program provides only a partial solution to their farm 
problem. (Are they any different in this respect from thousands 
of United States farmers?) Certainly the Brazilian Congress 
knew little about what they had done in passing the Law men- 
tioned above. And, even those who were in charge of opera- 
tions were poorly informed in the technical aspects of the time- 
space marketing details relative to dealing with agricultural 
products. 


Secondly, there existed few general warehouses in which to 
store crops, on which loans could be made, or that might have 
been purchased under the price guarantees. This was particu- 
larly true of interior areas; and the problem has been compounded 
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by a lack of transportation to port areas or cities where surplus th 
storage capacity exists during harvest. CI 
Regulations covering specifications for delivery of crops is b 
another factor which has made the price support Law inopera- a 
tive. Rural producers have not understood the need for differ- th 
entiation of their product for market purposes. Grading, sacking, P 
and fumigating for storage in warehouses that don’t exist is 
nonsense to most Brazilian farmers. Besides, during the years “ 
since the activation of the Law, there has been a ready market Si 
for most harvests—of every quality—at prices well above those a 
guaranteed. th 
In addition to the above, there are the commodity institutes su 
which have separate price support schemes for surplus production th 
crises. The rice and sugar institutes, for example, support prices to 
under their own laws. At times the various institutes work he 
together with the Commission on Financing Production to make of 
loans or purchases, as in the recent case of cacao where the m: 
Institute of Cacao was the instrument used to support the en 
1957 crop. pt 
Probably the principal reason for the limited activity of Bra- in 
zilian price support operations is that market prices have exceeded of 
support prices most of the time since the minimum price Law to 
was enacted. Very important in this regard is the fact that Brazil of 
has undergone a general price inflation of more than 300 per pu 
cent since 1951. Minimum prices which are set three months pe 
before planting time in many instances have, through price du 
increases, lost as much as 50 per cent of their value prior wl 
to harvest. th: 
Exceptions to this market-price-above-support-price situation ho 


have arisen on several occasions. For example, in 1952 Type 5 
seed cotton in Sao Paulo was supported at 85 cruzeiros per arroba 


(15 kilos)—a price which was much above the world market ba 
| for cotton of the same quality. Marketing conditions, however, the 
became especially difficult and the government authorized the vil 
Bank of Brazil to purchase seed cotton of whatever classification 
at 85 cruzeiros per arroba.* This resulted in the purchase of = 
Al: 


8 Foreign Agriculture. Vol. XVIII, No. 1, January 1954, p. 12. As: 
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the bulk of the crop, which was of poor quality. As the 1953 
crop came on, grading and classification became more strict, 
but large stocks persisted. In May of that year a Cotton Com- 
mission—Comissao de Assuntos de Algodao—was charged with 
the responsibility of disposing of the surplus through a two- 
price system. 

The case of wheat provides a notable exception to the Brazilian 
experience with price supports; i.e., that commodity has con- 
sistently had a higher support price than market price—but for 
a different reason than the cotton experience. The policy of 
the Government has apparently been to make the nation self- 
sufficient in wheat—at any price. A more realistic reason for 
the wheat program has been the attempt through this program 
to solve balance of payments difficulties. The support program 
has been effectuated through compulsory utilization by mills 
of domestic production. Subsidization of growers through such 
measures as low price fertilizer distribution and import prefer- 
ences for farm machinery has resulted in a notable increase in 
production, but this increase has been offset somewhat by an 
increase in effective demand. The minimum price (1957 crop) 
of 480 cruzeiros per 60 kilo bag, at South Brazil ports calculates 
to well over four dollars per bushel, depending on the rate 
of exchange used. At the rate used for governmental wheat 
purchases (43.82 cruzeiros per dollar) this converts to $4.76 
per bushel. This high price has encouraged uneconomic pro- 
duction, and has already fostered nationalization of imported 
wheat.. In addition, it creates the usual price equating problems 
that accompany multiple pricing of separate units of a rather 
homogenous product.° 


In summary, one notes in the Brazilian price support program 
a tendency again to enact legislation which is aimed at crises in 
particular and which does not have as its fundamental objective 
the solution of those general and perennial problems of Bra- 
zilian agriculture: technical inefficiency, high cost production and 


® USDA Foreign Agricultural Circular FATP 7-57, January 28, 1957. 
Also, see a detailed report: The Brazilian W heat Situation, by Paul Ferree, 
Assistant Agricultural Attache, Rio de Janeiro, November 12, 1957. 
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waste. One notes, also, that it is the non-agricultural agencies 1 
such as the Finance Ministry that dominate this sphere of eco- I 
nomic affairs so vital to the farmer. As implied already, to the c 
inactive role of the farmer in realistic political activity can be t 
attributed much of the blame for many of his agricultural Ik 
problems. f 
Agricultural Credit Policy. The small diversified farmer is d 
the forgotten man in Brazilian agriculture. This truth is more th 
evident in the field of agricultural credit than elsewhere. Much 
official attention has been directed toward producing a small ty 
number of cash or export crops and the general problem of la 
financing a// agricultural production and marketing has been ct 
greatly neglected. Financial methods of the past constituted Or 
successive stages of farmer exploitation through merchant credit th 
procedure. Such procedure still exists on a large scale in certain af 
areas, particularly those where there is a lack of education and re 
technical competence and where tenancy is widespread. T, 
Until recently, say the beginning of the present decade, little 
thought was given in Brazil to the use of credit as a special ~ 


device for improving production and marketing of agricultural 
products. Utilization of a financial program as a production tool 
is still restricted, and ideas about credit use have still not pene- = 
trated completely the mentality of the farmer. 

A lion’s share of the commercial agricultural credit is extended 
by the Bank of Brazil through a special credit department (Car- 
teira de Crédito Agricola e Industrial). In 1954, for example, 
62 per cent of all rural credit which was extended by banks IL. 
originated in the Bank of Brazil.’” No dependable estimate exists 
on the total amount of agricultural credit extended by all agen- 
cies, yet there is little doubt but that bank credit is the major 
source of agricultural finance. 

The Rural Credit Department of the Bank of Brazil is staffed 
with specialized experts, many of whom are agriculturists, and 
operates in about 350 branch offices throughout the country. 


III- 


Sou: 


20 For other data on bank credit see ““Alguns Aspectos da Agricultura 
Brasileira,’ a monograph prepared for the Third Conference of Rural 
Associations, Sao Paulo, December, 1954, p. 49. 
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The size of the Departmental operation is indicated by the 
18,203 million cruzeiros that it loaned to 81,705 farmers and 
cooperatives in 1956." Yet, with all its size in terms of volume, 
this credit reached less than 5 per cent of the farmers. These 
loans were principally of a short-term production nature. Loans 
for purchase of machines, breeding stock and for other interme- 
diate or long-range purposes amount to a small percentage of 
the total. 

The agricultural credit extended by the Bank of Brazil is 
typified by the following characteristics: loans are made to 
large farmers; a few crops dominate the credit field; and export 
crops account for much of the credit extended. Table I dem- 
onstrates with 1955 data that 60 per cent of the borrowers in 
the smaller category (those borrowing up to 50,000 cruzeiros— 
approximately 650 American dollars at the free rate of exchange) 
receive only 7.2 per cent of the credit, while 0.7 per cent of 


TABLE 1. Bank of Brazil—Distribution of Agricultural Credits, 
According to Clients’ Category—1955. 





Granted Loans 


Class of Producer Estimated Value 
Cr$ Number Million Cr$ 9% s/total 
IED sisacahiunstncziitidninincpnienepeainbeinsccens 36,817 717 ta 
I eet 4,112 10 
From 5,000 to 10,000 .........-:0+---- 7,592 57 
From 10,001 to 20,000 ............-.-- 10,235 154 
From 20,001 to 30,000 ................ 6,585 165 
From 30,001 to 50,000 ................ 8,283 331 
II—Medium (50,000 to 100,000) ...... 6,519 489 5,0 
NE icc ciicniteisereseniiibipuiicspeate 15,064 8,753 87,8 
From 100,000 to 250,000 ............ 8,017 1,403 
From 250,001 to 500,000 ............ 5,f 43 1,392 
From 500,001 to 1,000,000 ........ 2,234 1,676 
From 1,000,001 to 1,500,000 ...... 458 572 
From 1,500,001 to 2,000,000 ...... 214 375 
More than 2,000,000 .................... 428 3,325 
Te ccc ae irl 58,400 9,959 100,0 


Source: Conjuntura Economica, Vol. X, No. 12, December, 1956. 


™ Annual Report, Bank of Brazil, 1956, p. 130. 
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the borrowers (only 428 farmers) with extra large operations 
(those borrowing over 2 million cruzeiros) receive over a third f 
of the total credit lent. These data are only for crop loans I 
made by the Bank, but if one would analyze the livestock loans I 
of the Bank, and other types of commercial credit the disparity k 
may be even greater. V 

Four products—coffee, sugar cane, rice, and cotton receive E 
over three-fourths of the credit extended by the Bank. Table 2 e 
shows the major crops and the amount of credit by crops for ti 
1955. Also, shown is the distribution of Bank credit relative f. 
to the total value of production and area cultivated. According 
to these data the privileged crops are sugar cane and wheat, a 
relatively large part of which are heavily financed. This disparity C 
of treatment does not result from official favoritism, though 








oO 
there is no doubt some favoritism. Probably more important is a 
the fact that these groups are better organized. In the particular fc 
case of wheat, the major force behind credit policy is the fact th 
that a large part of foreign earnings goes to pay for wheat ie 
imports. Officials, in order to reduce the dependence on wheat 
imports, have loaned readily in this sector. 
ee ; an 
TABLE 2. Bank of Brazil—Distribution of Agricultural Credits ju 
for Maintenance of Intercrops, Per Product, in 1955. 30 
Loans % S/Value Granted %S/Culti- fo: 
Granted % of Area vated b 
Product (million Cr$) S/Total Production (1,000ha.) Area y 
Coffee 3,342 40 9.9 697 22.0 ‘ 
Sugar Cane 1,526 18 24.1 448 43.4 in 
Rice 1,260 15 6.8 437 50.6 ini 
Cotton 796 10 7.8 695 29.1 Ecc 
Wheat 532 6 12.0 307 28.3 ti 
Corn 438 5 3.4 381 6.9 7 
Other Products 8,387 100 7A 3,238 15.3 pre 
Ru: 
Compounding the commodity discriminatory treatment is the the 
tendency for a few states to account for a major part of all ye 
agricultural credit from the Bank. Suffice it to say that two on 


states—Sao Paulo and Rio Grande do Sul—received almost 60 
per cent of the volume of farm credit loaned by the Bank 





in 1955.?? tura 
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The Bank of Brazil depends largely on the profits from the 
foreign exchange auctions to supply capital for its Rural Credit 
Department. Interest rates usually run at a rate of 8 per cent 
per year, which appears reasonable in light of the inflation which 
besets the country. There has been some clamor for a plan 
which would allow local banks to rediscount loans with the 
Bank of Brazil using for a capital basis the earnings of foreign 
exchange auctions. The principal difficulty would be adminis- 
trative in that this plan would hold the Bank of Brazil responsible 
for loans not made by its own personnel. 


Besides the Bank of Brazil, another public institution for 
agricultural credit purposes is the National Bank for Cooperative 
Credit. This Bank, which was founded in 1945 and which 
operates under the Ministry of Agriculture, has as its principal 
objective the following: (1) purchase of capital goods; (2) 
founding of industries; (3) setting up organizations for limiting 
the profits of middlemen; (4) other works including aims judged 
desirable by the Administrator and the Minister of Agriculture. 


Cooperation is thus sponsored by the Federal Government, 
and although the statistical data are not complete, it may be 
judged that the movement is gaining ground. Initial capital of 
300 million cruzeiros for the Cooperative Bank was not provided 
for some time after its founding, hence, operations were limited 
by a shortage of loanable funds. 


Another type of credit which is rapidly gaining recognition 
in Brazil is supervised lending, the first program of which was 
initiated in 1949 by the American International Association for 
Economic Development, a Rockefeller philanthropic organiza- 
tion, and the governor of the State of Minas Gerais. This 
program, called Associacao de Credito e Assistencia (ACAR)— 
Rural Association of Credit and Assistance—was set up along 
the lines of the old U.S. Farm Security Administration, and as 
a result of its success in assisting farmers, programs have been 
started in several other regions of Brazil. 


12 Borges, Accoly, “How Agricultural Credit Is Distributed, Conjun- 
tura Econémica, Vol. X, No. 12, December, 1956, p. 82. 





22 INTER-AMERICAN ECONOMIC AFFAIRS 


The success of the supervised credit program has been due 
not so much to the amount of credit extended, which has never 
been large, as to its other activities. Work in the credit field is 


-. 


supplemented by general farm and home extension education, 
medical care and health education, and the distribution of mate- s 
rials. One thing is clear—the credit aspect of the program ] 
is not making any impact on the credit needs of Brazilian I 
Agriculture.*® € 
In evaluating Brazilian credit policy one has to keep in mind a 
all the aspects of the agriculture there and the various programs € 
outside the credit field. At present, only the large farmers are 
being extended the type of credit that will help improve the a 
production and marketing of agricultural products, and even d 
this credit is relatively expensive. The cost of providing ade- c 
quate credit facilities for all farmers will be high. Cost in te 
terms of detailed analyses and administration will be greater S 
than the present system will bear. Nor will the creation of f 
new credit institutions, of themselves, solve the credit problem. is 
The one large barrier to be overcome in the field of agricul- S 
tural credit is to change the “mentality” of the borrower and si 
lender toward long-term investment and borrowing. (This prob- o! 
lem, of course, reaches deeper than this statement would indicate tl 
on the surface—it involves also the entire question of inflationary r 


monetary policy). Any new approach to the credit problem in 
Brazil must be prepared to tackle two questions. One is how “a 
to breach the credit gap between the loans typified by those made 

by the Bank of Brazil to the large producer and those super- <a 
vised loans made by the Rural Credit Association, such as ACAR, Vi 


to the small producer. The other question is how to make b> 
available—and beyond that, how to educate the farmer to use— | Ve 
loans of a long-term, low-interest-rate nature for purchase of in 
land, equipment and buildings. T. 
Agricultural Policy and International Trade. It would prob- mn 
ably not be wrong to identify commercial policy as the one _ 
Pet 

; ‘ Pet 

18 For a complete analysis of this program see: Mosher, A. T., The Per 
Agricultural Program of ACAR in Brazil, National Planning Association Pet 
Series, December, 1955, 53 pp. — 
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most important aspect of Brazilian agricultural policy. The 
reason for this is quite clear; exports of agricultural origin pro- 
vide the financial basis on which a large part of the economy 
is built. For certain commodities such as coffee and cacao, exports 
supply the economic life-blood of entire industries and regions. 
Even more significant, however, is the fact that agricultural 
products normally account for 90 per cent or more of total for- 
eign exchange earnings. Moreover, though Brazil is essentially 
a rural country, its industry is highly dependent on the cash 
earnings of its products in international commerce. 

The above may be verified by reference to data on income 
and commerce for Brazil; and emphasized by comparing these 
data to the same data in the United States. Tables 3 and 4 
compare the value of national income, agricultural income, 
total exports, and agricultural exports for Brazil and the United 
States and demonstrate in percentage terms the importance of 
foreign trade to the Brazilian economy and agriculture. Notable 
is the fact that agricultural exports accounted for 6.5 per cent 
of the national income in 1954; but even more striking is that | 
agricultural exports made up 94.1 per cent of exports. Coffee, \ 
of course, is the biggest exchange earner, accounting for more 
than half of all foreign exchange. 


TABLE 3. Data on Income and Exports: Brazil and the United 
States, 1954. 








Brazil UU... 
(Bill. of cruzeiros) (Bill. of dollars) 
Value of National Income 439.9 299.7 
Value of Agricultural Income 37a 33.9 
Value of Total Exports 28.7 15.2 
Value of Agricultural Exports 27.0 2.9 
TABLE 4. Percentage Data on Income and Exports: Brazil and 
U.S., 1954. 
Brazil U.S. 
Per Cent Agricultural Income is of National Income 31.1 11.3 
Per Cent Agricultural Exports is of National Income 6.5 1.0 


Per Cent Agricultural Exports is of Agricultural Income 19.7 8.6 
Per Cent Agricultural Exports is of Total Exports 94.1 19.1 
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Though tariff revenues have been a principal source of income ze 
for years, the foreign trade of Brazil is most effectively regulated cr 
through foreign exchange control. A control system is operated pe 
by the Bank of Brazil under the direction of the Council of the 10 
Superintendency of Money and Credit (SUMOC). The Exchange ex 
Department of the Bank authorizes incoming and outgoing pay- of 
ments related to most trade transactions; it organizes the auctions ex 
of exchange for imports, establishes the total amount and the 
distribution among various cities in Brazil where the exchange TA 


is auctioned, and issues exchange certificates. 


Government departments and public entities are requested to 
present to the Exchange Department semi-annual estimates of 
their needs for imports and service payments. With these esti- 


mates as a basis, the Council of the SUMOC fixes the maximum Cor 
to be utilized by those entities. The Foreign Trade Department — 
of the Bank issues export and import licenses, classifies import Cate 
commodities into categories—subject to the approval of the Coun- Cate 
cil of the SUMOC—for the purpose of distributing exchange Cate 


availabilities, determines the percentage of total auctionable ex- 
change to be distributed to each category of import commodity, 
and exercises control over prices, weights, measures, classification, 
and types declared in export and import operations. An Advisory 


Commission on Foreign Trade makes suggestions to the Foreign <a 
Trade Department relative to the classification of imports and 
on those measures which it considers advisable for the develop- +O 
ment of foreign trade. It also suggests general criteria concern- Sout 
ing export and import licensing.” 

The present system of exchange control is based on legislation 4 
passed in 1948 and 1953.*° Under this system all foreign ex- — 
change proceeds must be sold to the Bank of Brazil on the basis he 


of the official exchange rate. So-called “premiums” are given 
above the official rate, and vary with the commodity. For Bory 


example, dollars earned by coffee exporters when turned over = 
to the Bank of Brazil are valued at the official rate of 18.36 cru- ao 
e 

s the » 

14 Annual Report, International Monetary Fund, 1955. this 


15 Law No. 262, February 25, 1948, and Regulation No. 70 of Octo- 
ber 9, 1953. valuc 
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zeiros per dollar. The “premium” allowed coffee is 18.70 
cruzeiros per dollar, making an effective rate of 37.06 cruzeiros 
per dollar, far below the free rate which varies between 65 and 
100 per dollar. Table 5 shows the four categories into which 
exports are classified for exchange rate purposes, the official rate 
of exchange, the premium, and the effective total received by 
exports of these products. 


TABLE 5. Official and Effective Exchange Rates for Selected 
Agricultural Commodities Used by Bank of Brazil 
and in Effect January 1, 1957.* 





Total 


Official Export Effective 

= Exchange Premium Rate 
Commodities Included for Exports 
Category I Coffee 18.36 18.70 37.06 


Category II Lint cotton, cacao beans 18.36 24.70 43.06 


Category III Peanuts, — soybeans, 18.36 36.64 55.00 
wool, leaf and twist, tobac- 
co, cotton linters, bananas, 
castor beans, corn, dried 
beans. 


Category IV Others not included in Cat- 18.36 48.64 67.00 
egories I, II, and III (a 
very limited category). 


* Quoted in cruzeiros per dollar 
Source: SUMOC, Bank of Brazil 


The Bank of Brazil also regulates imports through a system 
somewhat in reverse of the above procedure. Imports are cate- 
gorized into five groups according to their essentiality, and licenses 
are sold using as a basis the legal minimum rate in each cate- 
gory. The Bank makes foreign exchange available through 
official brokers at auctions where licenses to import (nontrans- 
ferrable) may be purchased: Then the Bank sells exchange at 
the official rate to the holders of these licenses. The fact is that 
the weighted average value of foreign currencies sold through 
this system of import licensing is much above their free market 
value.*® 
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It is seen from this system of exchange controls that the Gov- at 
ernment, through the Bank of Brazzil, is profiting both through te 
the export and import process, and that both exporters and im- 
porters of agricultural products are being taxed by this operation. as 
The pertinent question to be asked, from the standpoint of agri- th 
cultural policy, therefore, is: What is the Government doing for of 
agriculture and consumers of agricultural products in return for ar 
the exchange that is being confiscated through this process. sti 
This article could hardly analyze the entire program but, in pass- ite 
ing, it might be pointed out that foreign exchange earnings are 
used for purposes such as agricultural credit and mechanization. es 
Periodically certain “bonus” payments are made to exporters the 
of selected products in answer to political agitation on the part en 
of pressure groups. This amounts to a practical manner of fo: 
devaluating the export cruzeiro. This process also makes avail- the 
able a larger share of foreign exchange earnings to the exporter, vis 
assuming constant prices and exports. Whether or not the in 
farmer receives a proportionate share of these increased earnings me 
is dependent on the many factors which influence the market but 
for agricultural products. Coffee is the product that is particu- of 
larly affected by this policy. Specific regulations and measures pat 
alloting bonuses to exported agricultural products were adopted rer 
in 1956 and 1957, reflecting, for one thing, the inflationary trend adr 
in the economy. Moreover, there is an increasing interest among 5 
farmers who consider that they are paying a high price for | one 
industrialization of the country and, in addition, an unnecessary | for 
price for the construction of what appears to them a more costly | beir 
bureaucracy. | espe 
In order to stimulate the exportation of commodities which | ing 
are overpriced in the world market the Brazilian Government its 
has used other measures besides the export bonus. Included as i 
among these are bilateral trade agreements, direct subsidy (export proc 
a re 
16The various importable agricultural products, the categories into mos 
which they fall, and statistics on the cruzeiros per dollar at auction, etc., and 
will not be presented here. For this information the reader is directed in 
to the Annual Report of the Bank of Brazil and the Conjuntura Econ- a 


omica, a monthly economic publication of the Getulio Vargas Founda- 
tion, Rio de Janeiro. sour 





BRAZILIAN AGRICULTURAL POLICY 27 


at prices below cost), and under-invoicing of exports, which is 
technically an illegal practice under existing laws. 

On the import side, certain commodities are categorized so 
as to have an advantage in the licensing system. Included among 
these are principally non-competitive products, requisite factors 
of production and equipment. In addition, exchange auctions 
are held periodically at special advantageous rates in order to 
stimulate certain sectors of agriculture. Included among such 
items as fertilizers, seeds and breeding stock are favored. 


In attempting to assess Brazil's agricultural policy from the 
vantage point of her commercial policy, one is confronted with 
the fact that agricultural exports provide the life-blood of the 
entire economy, and that one commodity alone—coffee—accounts 
for 50 to 60 per cent of all the foreign exchange earnings of 
the country. It is therefore, not surprising that there is no 
visible sign that the Government intends to relax the controls 
in the sphere of foreign exchange, which is the most plausible 
means of financing its policies, not only in the agricultural sector 
but non-agricultural sectors as well. Nor would a change 
of government alter perceptibly this policy. A tempting com- 
parison is the price support policy of the United States which 
remains intact through the years, and through various political 
administrations. 

The question to be asked in this situation is how long can 
one or a small group of agricultural commodities pay the price 
for developing the economy of a country, at the same time itself 
being supported by artificial price schemes. This question is 
especially relevant to ask in an economy where inflation is gain- 
ing at a rate of up to 20 per cent per year and which is losing 
its relative share of export markets due to such considerations 
as increasing domestic costs and lowering quality of exportable 
products. The paradoxical position of coffee in all this poses 
a real problem in economic analysis and finance policy. The 
most immediate aspect of this problem is to discover a currency 
and exchange reform which would compensate producers accord- 
ing to the relative share of the market value of their product. 
A more long-range aspect of the same problem is to find a 
source of income for government and economic development that 
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is not linked so firmly to the international commodity market. ger 
As in the other sections of this analysis, we notice that in int 
matters of international commerce as they affect Brazilian agri- agi 
culture there is a lack of a common objective in the passage alo 
of legislation which affects the farmer. New regulations have hay 
been served up to meet crises which come about in striking wit 
regularity, while at the same time real productivity in agricul- 1 
ture—the only long run solution to many of the country’s rural diff 
problems—lags behind. It would appear, also, that the farmer bac 
is still the residual factor in policy making. That is, everyone is ¢ 
else—the government, the exporter, economic development—all mo: 
come before him. as | 
CONCLUSIONS. It should be emphasized that the above state- bee 
ment on Brazilian agricultural policy is not intended to give witl 
the impression that a complete analysis has been made. There pro 
are other programs for which any comprehensive study should | as i 
account. Among these are programs in: (1) rural education, | agri 
(2) tenancy and land reform, (3) colonization, (4) land taxa- | the 
tion, (5) farm efficiency through mechanization, and (6) coopera- F 
tives. In addition, economic development as it affects agriculture the 
should be given special consideration. The valorization schemes pric 
of the Amazon and the Northeast fall in this category, along of 1 
with other local development programs. Also, the technical (2) 
assistance programs in agriculture should be related to this and 
general study. inde 
What has been pointed out, however, does provide a basis cultt 
for certain conclusions relative to the Brazilian “experiment,” reso 
if one may call it that, in the field of agrarian policy. Highest conti 
on the list would come the fact that due to the lack of leadership matt 
in rural areas, agricultural interests have not been able to express agric 
themselves in such a way to be effectively felt at the national 
level. Of course, many excuses could be given for this, such 
as the historical development of the country; the inherent inter- 
ests and philosophy of the Brazilian; the nature of tropical 
agriculture; and regional difficulties in transportation and com- 
munication. Given the proposition that some of these excuses 
are partially valid, one result is still a lack of understanding as “oa 


to why agriculture is lagging behind in productivity. Dr. Eu- Brazil 
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genio Gudin, former Brazilian Finance Minister and outstanding 
international economist, pointed out to the writer that: “Brazilian 
agriculture had produced well only that which nature produces 
alone. For that reason, every time a competitor appeared we 
have been mercilessly beaten. We should now be careful 
with coffee . . .” 

The general lack of continuity and coordination among the 
different agricultural programs in Brazil has been a serious draw- 
back for agriculture there. The lack of agricultural planning 
is also felt, as sometimes problems of lesser importance merit 
more attention than problems of great interest and benefit, such 
as the supply of fertilizer and machinery.’ The tendency has 
been to pass from one crisis to another, commodity by commodity, 
with little thought being given to treating the problems of low 
productivity, poor distribution, and substandard rural welfare 
as integral parts of an aggregate problem: that of an inefficient 
agriculture. These problems must also be treated as reasons for 
the Nation being unable to feed itself properly. 

Finally, Brazilian agriculture has paid a very dear price for 
the National preoccupation with industrialization, for which 
price the principal returns have been: (1) a further depletion 
of the natural and human resource bases in agriculture, and 
(2) an intensification of the disequilibrium between agriculture 
and industry. This latter factor has resulted from pursuing an 
independent developmental policy for industry, disregarding agri- 
cultural productivity and the normal liberation of productive 
resources which follow. In this respect, agriculture will perhaps 
continue to suffer if some way is not found to stem the pre- 
mature flow of farm producers and other resources out of the 
agricultural sector. 


17 Paiva, Ruy Miller, ‘“‘Characteristics and Problems of Agriculture in 
Brazil,” FAO Background Studies No. 2, 1955, FAO/56/4/2662. 





The Hazards of Dale-Carnegie 
Diplomacy 


By J. Fred Rippy* 


Human destiny is determined to a large extent by ideas, con- 
victions, inventions, interests, and skills. All of these are 
important; but at times convictions, which may be described as 
presiding ideas, seem to be of paramount significance. 

During the last decade or so the views of Dale Carnegie, set 
forth in his book entitled How to Win Friends and Influence 
People, seem to have become the norm in our international rela- 
tions. The ruling concept of this cheerful optimist may be 
summed up as follows: The world is basically a friendly place 
where it is not necessary to have enemies or be surrounded by 
people who mildly dislike us; by utilizing the proper techniques 
all hostility, all ill-will, may be removed; utter strangers can 
easily be transformed into friends. 

Franklin D. Roosevelt and Harry Hopkins were optimistic 
even in respect to Soviet Russia. On March 8, 1944, shortly 
after returning from the conference at Teheran, Roosevelt de- 
clared: “I think the Russians are perfectly friendly; they aren’t 
trying to gobble up all the rest of Europe or the world. They 
did not know us, that’s the really fundamental difference. They 
are friendly people. They haven’t got any crazy ideas of con- 
quest . . .; and now that they know us, they are much more 
willing to accept us.” * 

The substance of this Dale-Carnegie concept can be traced 
back to Jean Jacques Rousseau, who contended that all men were 


* Professor of History, The University of Chicago. 
1 The Public Papers and Addresses of Franklin D. Roosevelt, Samuel 
Irving Rosenman, ed., Vol. 13 (New York, 1950), p. 99. 
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naturally brothers and would act in a friendly and benevolent 
manner if their true natures were given free rein. Rousseau 
freely admitted that human beings in his day seldom behaved 
like philosophers and saints, but he had a simple explanation 
for this perversity: mankind had been corrupted by the inveter- 
ate vices of civil society, such as ambition, pride, wealth, vanity, 
and envy, which are the serpents in Adam’s paradise. 


Roosevelt and Hopkins discovered the cause of Soviet Russia’s 
corruption in the intervention of France and England immediately 
following World War I. They felt that Stalin and his comrades 
were fundamentally good and reasonable people; they had merely 
developed a morbid suspicion of the Western powers because 
of this intervention; their abnormality could be erased by granting 
every request they made during World War II. To refuse them 
anything would reopen old wounds and revive old suspicions. 


President Harry Truman and General George C. Marshall 
seemingly held a similar view for many months. Recall Tru- 
man’s “I like old Joe.” Recall Marshall’s efforts in China and 
his notion of including Soviet Russia and its satellites in his plan 
for European rehabilitation. 


Limiting their presiding idea mainly, though not exclusively, 
to the peoples on this side of the despotic curtains, President 
Dwight D. Eisenhower and his associates found the arch-cor- 
ruptor in the past perversities of imperialism, colonial and eco- 
nomic, perversities which had deranged the natural order of 
existence among the retarded peoples and smothered their mod- 
eration and amiability. Fortunately, however, according to 
the apparent assumption of Eisenhower’ and his agents, this 
complex could be eradicated easily by appropriate psychological 
treatment. The remedy includes cordial smiles, warm greetings, 
verbal condemnation of colonialism and other forms of impe- 
rialism, free discussion of all problems, good-will tours, and 
financial and commercial generosity, all of which are summar- 
ized—especially by religious leaders and “voluntary” relief agen- 
cies—in the terms brotherly love and benevolence: no trace here 
of that competition which is supposed to be a cardinal virtue of 
the free-enterprise economy, no taint of social Darwinism in 
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this new order so fondly envisaged for the ‘Free World.” Under- ext 
standing and collaboration are the key words in the formula. tees 
These will remove all the morbid suspicions, all the deep-rooted eig 
complexes, instilled by an unhappy past. The government of Ab 
the United States thus creates an image of an ideal world and to 1 
deals with it as if it were real. Expecting even the peoples Am 
now dominated by the Communists to become free, prosperous, wel 
and democratic as soon as they can break the Soviet yoke—and ‘oo 


that the day of liberation is not far away—our world politicians 


want all nations to become our friends, and have set out to 7 
win them by means of their Dale-Carnegie formula. | 

This is a grand and noble idea. First suggested by Woodrow 
Wilson and Secretary Frank Kellogg, it has become the domi- | 
nating concept of our government in the conduct of its interna- 
tional relations. The trouble is that this ideal world does not 
correspond with the actual world, not even the large segment of 
it that remains free from Communist control. So long as there 
are nations which consider themselves enemies or competitors, 
just so long will it be impossible to be friendly with all nations 
without arousing the jealousy and hostility of rivals among them. 
Large expenditures in a few nations cause envy and resentment 
in many others that are less favored. Condemnation of colonial- 
ism pleases some countries but displeases others. Friendly aid Vv. 
to Pakistan, especially when it includes military assistance, offends cour 
India. Friendship and favors bestowed upon Israel invoke the of tl 
hostility of the Arabs. A Suez policy that seems to enhance more 
the prestige of Egypt’s Nasser does not cultivate the friendship for t 
of Great Britain and France. Free distribution of agricultural of tl 
commodities to needy people, or the sale of them for local cur- equa 
rency which is then loaned for development purposes, tends to Cons 
alienate other exporters of such commodities. Stimulation of to ir 
agricultural output in the tropics of the Old World offends com- colur 
petitors in the American tropics. As long as nations are ruled Urug 
by despots and tyrants it will be difficult to maintain friendly in Px 
relations with their rulers without offending those whom they attac 
oppress and persecute. 

Apparently accepting the Dale-Carnegie concept, President “a 


Eisenhower, like his immediate predecessors, has elaborately 
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experimented with personal charm in diplomacy. He has at- 
tended summit conferences. He has received numerous for- 
eign leaders: Sukarno of Indonesia, King Saud of Arabia, Prince 
Abdul Illah of Iraq, the Emperor of Ethiopia, Nehru of India, 
to mention only a few. He has sent his brother Milton to South 
America and Richard Nixon to Central America and Africa as 
well as to South America. Regarding Nixon’s African journey 
Curtis Cate of the Atlantic Monthly staff has written rather 
caustically: ? 


The Vice-President embarked on his recent “good-will” 
tour of Africa in much the same spirit as a salesman going 
out to do a job of market research on a given area of 
potential consumers. He went out to “‘sell’” America to the 
Africans. . . . It may be considered one more illustration 
of the Dale-Carnegie quest for popularity, undertaken with 
all the care and science of a Madison Avenue publicity 
campaign. It was a diplomatic gambit that came naturally 
to an administration that has from the start had a pro- 
nounced business flavor to it and which tends more and 
more to view the problem of winning favor abroad through 
the eyes of our advertisers and public relations experts. 


Vice-President Nixon encountered no serious obstacles in the 
course of his Central American and African tours. But most 
of the world must know by now that this was not true of his 
more recent tour of eight of the ten nations of South America, 
for the exciting subject of his maltreatment filled the newspapers 
of this and other countries for an entire month, and for an 
equal period the members of both houses of the United States 
Congress read the journalists’ comments into the Record in order 
to inform their colleagues and constituents. In the words of 
columnist John T. O’Rourke: “His trip began with heckling in 
Uruguay, shoving in Argentina, spitting and rock throwing 
in Peru, and [ended in a} . . . reckless and almost murderous 
attack in Caracas.” * 


* Modern Age, Vol. 2 (Spring 1958), p. 137. Mr. Cate has suggested 
the title and viewpoint of my composition. 
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A few of the journalists and politicians took a partisan view 
of Nixon’s harrowing experience, but most of them were in agree- 
ment regarding the facts and causes of the envoy’s unfriendly 
reception. They disagreed only with reference to Nixon’s pru- 
dence and the wisdom and efficiency of the agencies which 
planned his tour. The New Republic, as one might have ex- 
pected, contained the most severe criticism. On May 26, 1958, 
it published a scathing article by Gerald W. Johnson, a noted 
journalist from North Carolina, who declared among other 
things: * 

Protection of the honor and dignity of the United States 
is worth a war; but the nomination of Slippery Dick Nixon 
is not worth the life of the dumbest doughface in the 
United States Army. 

. . . If the real purpose was, as many suspect, not to 
stimulate good-will but to build up the prestige of the court 
favorite so as to assure his nomination in 1960, the whole 
train of incidents is no credit to this country, and a stain 
upon the Administration. 

. . . What debt of gratitude did the South American 
countries owe him? What act of his had commanded the 
admiration of Latin Americans? What cordial relation 
existed between him and them? The answers to these 
questions are a monotonous series of negatives. 

The function of an ambassador-of-good-will is . . . to 
soothe international relations. Hence the first considera- 
tion in selecting one should be his popularity in the coun- 
tries he is to visit. .. . But why anyone should assume that 
the Vice-President is well and favorably known in that 
region is beyond conjecture. 


$ Quoted in Congressional Record, May 14, 1958, p. 7735. Every 
issue of the Record from May 11 through June 14 contains comments on 
Nixon’s tour, and I have read them all carefully. 

*P. 10. Nixon was aware of these partisan blasts as early as May 21 
when he addressed the National Press Club. On that occasion he made 
the following humorous rebuttal: “You may not have noticed another 
name that I was called, which proves that the trip was completely non- 
partisan, bipartisan, and will remain so—‘Nixon is a donkey’.” 
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. . . It may have been thought that a triumphant tour 
through South America would strengthen Nixon’s position 
as the Crown Prince and make him the only possible nomi- 
nee of the Republican Party in 1960. 


If this is the explanation, then the Administration is 
guilty of gambling with the interests of the United States 
in the hope of advancing the political fortunes of an indi- 
vidual. It is a serious offense, and in this instance it is 
worse than a crime; it is a blunder. Far from stimulating 

good-will, the tour had such an effect that the President 
deemed it necessary to rush a thousand troops south to 
insure his messenger’s physical safety. 


Johnson’s abusive contribution was devoid of any hint that 

the Lima and Caracas mobs might have been organized and 

incited by a few Communists. But an editorial in the same issue 

of this leftist magazine referred to the Communists in a sort of 

slurring fashion and then went on to praise Nixon, at least 
tentatively (p. 3): 


A young lady at the Republican National Committee was 

telephoning newsmen on Tuesday, May 13, two days before 

} Vice-President Nixon’s return, advising that a “spontaneous 
movement’’ was afoot to give him a hero’s welcome. Having 
recorded this fact for history and endorsed James Reston’s 

. wry observation that “a national defeat has been parlayed 
* into a personal political triumph,” we must observe also 
" that Mr. Nixon’s own behavior since his return has been 
t sensible. The fact that he didn’t.revert to his habit of blam- 
t ing it all on Communism or Communist agitators does not 
itself guarantee that he will not later fall from grace and 

weaken in his resolve to get at the heart of our failure in 


Ly Latin America. 


a But what Mr. Nixon has said so far about the economic 
" causes of anti-Americanism and the consequences of our 
je seeming tolerance of dictatorships does encourage us to 
er hope that Administration and Congressional policy reviews 


n- now beginning will deal with fundamentals. 
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These fundamentals, according to The New Republic’s editor, 
are neglect, lack of appreciation and consultation, fear of our 
big corporations, market restrictions, and the Eisenhower Admin- 
istration’s opposition to state control of oil and other resources. 
The editorial ends with a warning against too great emphasis 
upon the importance of the “US private investor.” 

Reverting to O’Rourke’s summary, some of the unpleasant 
experiences of Mr. Nixon’s tour, which fell considerably short 
of a complete fiasco, will be repeated along with an enumeration 
of possible motivations for the display of animosity. The Uru- 
guayan hecklers objected to the Eisenhower Administration’s 
alleged friendship for Latin-American dictators, to our tariff 
on wool, and to the closing down of a meat-processing plant 
owned by Chicago packers. The Argentine shovers who pre- 
vented Mr. Nixon from arriving in time for Arturo Frondizi’s 
inaugural ceremonies presumably were offended by our embargo 
on Argentine meat, our tariffs on other Argentine products, the 
cordial treatment accorded Juan D. Perén by some of President 
Eisenhower's diplomatic agents, and the petroleum policy of 
his Government. The Peruvian expectorators and stone-throwers 
were protesting against our sugar quotas, our duties on lead 
and zinc, and our alleged “dumping” of cotton on the world 
markets. Violence in Venezuela was whipped up by Communists 
and other extremists who stressed the recent reduction of our 
oil imports, charged maldistribution of petroleum royalties, and 
proclaimed their resentment at the Eisenhower Administration’s 
apparent approval of the terroristic regime of Marcos Pérez 
Jiménez and chief of police Pedro Estrada, both of whom were 
accorded refuge in the United States immediately after their 
overthrow late last January. The Vice-President also encountered 
a measure of hostility in Bogota, Colombia, but had no trouble 
in Paraguay or Ecuador. The reasons for the exclusion of Chile 
and Brazil from his tour have not been revealed to this writer. 
It is a matter of public information, however, that President 
Carlos Ibdfiez cancelled a scheduled visit to the United States 
because of dissatisfaction with the refusal of the Washington 
government to buttress the price of Chile’s copper,° and Bra- 


5 Hispanic American Report, April, 1958, p. 218. 
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zilians are disgruntled at Mr. Eisenhower's policy in respect to 
coffee, the search for Brazil’s petroleum, and other economic 
problems, so that Mr. Nixon’s reception might not have been 
altogether cordial in either of these two countries. 

Underlying such specific grievances, justified or not, are other 
factors, some of which should be mentioned. Although Commu- 
nists are by no means numerous in South America, the Marxist 
dogma regarding the inevitable aggressiveness of capitalist coun- 
tries has gained widespread acceptance there. The Latin Amer- 
icans have developed an attitude of self-pity stemming from the 
conviction that the United States no longer holds them in high 
esteem and from the feeling that raw-material producers like 
themselves are exploited by the economically more advanced 
nations with their diversified production. They also resent the 
stimulation of competitive sources of supply in the tropics of 
Asia and Africa and insist that the United States should support 
at high levels the prices of what they have to sell at the same 
time they urge a contradictory policy of rapidly establishing 
manufacturing plants—forgetting that high prices for foods and 
raw materials discourage investments in manufacturing and that 
ptice supports would have to be accompanied by irritating pro- 
duction quotas which the United States would have to help 
enforce by interventionist procedures. 

In short, the age of saintliness, mutual sacrifice, and global 
collaboration envisaged by our Dale-Carnegie world politicians 
has not yet arrived, has not yet arrived even in this New World. 
Nations, whether in Latin America or elsewhere, still pursue 
their own national interests or the interests of the dominant 
groups within them; and it is unfortunate that the United 
States, largely because of its gallant and magnanimous conduct 
since 1940, now finds itself in a position in which it is expected 
to alleviate all the pains of the non-Communist world, to “bail 
out” almost every sinking economy on earth. 

The time has come to tackle the problem of extrication. The 
government of this country should move without delay toward 
a policy of enlightened self-interest that more nearly accords with 
the facts of international life. It should point out in full detail 
its responsibilities in other regions and the numerous channels 
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through which its assistance flows to its hemispheric neighbors, 
cease boasting of and displaying its wealth, and put aside its 
hope of winning the friendship of all peoples tomorrow and of 
attaining within a few years the goal of equalizing the levels 
of living in the entire ‘Free World.” The primary aim of its 
diplomats should be the security and welfare of this nation and 
not the illusory objective of promptly redeeming all humanity 
from discord and poverty. Other nations will have to engage 
in more vigorous self-redemption if their redemption is ever 
to be achieved. 

In a volume dealing with the place occupied by Latin America 
in the postwar foreign relations of the United States, a volume 
now at press, I have attempted to describe the many ways in 
which this country has contributed and is contributing to the 
development of the Latin Nations of the Western Hemisphere.° 
It is possible that the contribution has been rather too small in 
comparison with the efforts and expenditures made elsewhere; 
but I doubt that it should be greatly increased merely to satisfy 
the violent complaints of mobs led by Communists and their 
cohorts, or without reducing the assistance extended to some of 
the countries overseas. It is unlikely that the welfare and secu- 
rity of this nation can be advanced by universal benevolence 
of a compulsory type that tends to violate the principle of 
separation of Church and State, or by the subsidization of exports 
that requires the expenditure of 100 per cent of taxpayers’ money 
in order that producers and exporters may garner a profit of 
no more than 15 or 20 per cent. 

Proponents of foreign aid who have appealed from the outset 
to the profit motive with the argument that the dollars involved 
are spent here at home—pretending not to observe the fact that 
these dollars seldom return to most of the pockets from which 
they are extracted—have recently sounded the benevolent note 
in order to gain the backing of religious leaders and heads of 
“voluntary” relief agencies; and these leaders and executives have 
almost unanimously given a favorable response, possibly unaware 
of the political significance of compulsory charity. The follow- 


® Globe and Hemisphere; the publisher is Henry Regnery Company, 
Chicago, Illinois. 
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ing quotation form the Indianapolis Star of June 11, 1958, seems 
to merit serious contemplation: * 

It is a Christian obligation to feed the hungry and help 
the oppressed, the argument goes, so the United States 
should continue foreign aid... . What they have overlooked 
is that almost all religions, including the Christian, place 
the obligation of charity upon the individual. 

Probably there is no church organization in the United 
States which would vote in favor of forcing nonmembers, 
under the penalty of physical restraint and financial loss, 
to contribute to the church’s foreign missions. Few congre- 
gations would consider even granting their pastors such 
unlimited authority over the charitable conscience of con- 
gregation members. . 

If helping alien peoples is a religious obligation, then the 
American Government has no more constitutional, moral, 
or historic right to enforce it than it has to enforce mem- 
bership in one particular church. A person’s religious acts 
are between his own conscience and God. The Government 
has no right to use taxation, backed up by police power, 
to influence them. 

This is not an argument for the discontinuance of all forms 
of foreign aid. Some of it has been necessary and may still 
be necessary. It is an argument for sanity and against shallow 
sentimentalism and false assumptions. Mutual assistance that 
is really mutual, that actually promotes our own national inter- 
ests as well as the national interests of other countries, may have 
ample justification. 

It is difficult to believe that the governments of Peru and 
Venezuela could not have prevented the formation of the mobs 
that abused the Vice-President of the United States and threat- 
ened grave injury to him and his wife. Opportune arrest of a 
score of agitators might well have been effective in avoiding 
these disagreeable and disgraceful incidents. The ulterior motive 
of emphasizing their grievances and bringing about a modifica- 
tion of the policies of the United States may account for the 


7 Quoted in Congressional Record, June 13, 1958, App., pp. 5413-14. 
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failure of these governments to take appropriate precautionary 
action. 

Most of the many newspaper comments inserted in the Record 
and most of the others that I have read, comments of the Latin- 
American papers as well of as those printed in the United States, 
do not condemn Mr. Nixon. Introducing him on May 21, 1958, 
the President of the National Press Club seems to have expressed 
the sentiment of the overwhelming majority, both in the United 
States and in Latin America, when he made this laudatory state- 
ment: “On his recent trip Mr. Nixon demonstrated . . . that he 
knows not only when to say something and when to do some- 
thing, but he also knows when not to do so. The American 
people applaud him for his tact, and salute both him and Mrs. 
Nixon for their exemplary conduct.” * 

A few contended that the President’s envoy imprudently ex- 
posed himself at times and that “it is beneath the dignity of the 
Vice-President of the United States to go around debating with 
radical students.” This might be true; but Mr. Nixon thought 
his action was by no means uncalled for and that his discussions 
with students and labor leaders were necessary and proper. He 
said that the Communists concentrate on the universities and the 
labor unions and that this alien and hostile influence must be 
counteracted. On this point he firmly declared: ° 

I can assure you it is a lot easier to run one of these trips 
like some people want them run, a round of cocktail parties 
and white-tie dinners. We had a lot of those, but I can 
assure you if that is what we do in Latin America . . . we 
might as well figure right now we are going to lose the 
battle. Because, although the people in the universities 
don’t run these countries now, they will in the future, and 
although the people in the universities don’t control policy 
now, they affect policy now. 

The same is true of the incipient labor movement too. 
It is weak at the present time but growing stronger. . . 


8 Quoted in sbid., May 28, 1958, p. 8688. 
® Mr. Nixon’s address and answers to questions are printed in full in 
the Congressional Record, May 28, 1958, pp. 8688-92. 
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In instance after instance I think it was possible . . . to 
answer some of the difficult questions about . . . United 
States policy that ought to be answered before university 
students, before labor union groups: Does the United States 
really favor dictatorships? The answer is “No.” Does the 
United States in its private enterprise policy really want to 
make the rich richer and the poor poorer? The answer 
a ee ees 

I repeat that it is easier to do it the other way but I also 
repeat [that} in all our foreign-policy activities, at the 
diplomatic level, at the USIA level, at the economic level, 
it is high time that we paid attention to the university 
student and the rising labor leaders, more attention to the 
people in the press, the radio, the opinion-making people, 
than we have in the past. If we don’t as I said, we are 
going to leave the field to the other side. . . . 


Here, again, is the Dale-Carnegie concept of international 
relations: international conflicts of interests and convictions are 
morbid suspicions, mere complexes derived from memories of 
unpleasant experiences, which will vanish quickly when properly 
treated; the international order is ripe for the application of the 
formula of mutual understanding and brotherly love; the for- 
mula will work without bankrupting the United States even if 
its government is virtually the only one in the wide world that 
undertakes to follow it. The Vice-President, whose good-will 
tour was not a complete fiasco, was a victim of this presiding idea 
in our recent diplomacy; and if the partisan motive for his good- 
will tour can be discounted, he deserves the praise of the National 
Press Club's presiding officer rather than Gerald W. Johnson's 
vigorous condemnation. 


But let us not forget that in the real world of our day it is 
the primary duty of our national government to safeguard the 
security and promote the general welfare of this nation. Apprais- 
ing our foreign policies in accord with this criterion, our world 
politicians should drive straight ahead with little regard for the 
teapot-tempests or even the volcanic explosions. We cannot 
expect all peoples to become our friends in the immediate 
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future, no matter how hard we may try or how much money we 
may spend. The harmonies of our “Free World” are still too 
stubbornly hampered by its discords, its clashing interests, opin- 
ions, and prejudices. Utopia is a long way off. It would not be 
near even if all the Communists on earth should suddenly dis- 
appear. We have heard a lot of talk about too little too late; 
we have not heard enough about too much too soon. 
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Blackmail, Mendicancy and 
Intervention: 


Latin America’s Conception 


of the Good-Neighbor Policy ? 
By John Hickey* 


“We are a continent on the brink of immediate and profound 
social reforms,” declared a distinguished Catholic prelate last 
year. “Shocking social inequality, the existence of immense pro- 
letarian and subproletarian masses living in inhuman conditions, 
the monopoly of land ownership, and the general lack of social 
awareness on the part of well-to-do Catholics . . . the prevailing 
attitude of coolness toward social progress . . . the unequal 
distribution of farm lands and the abuses that have followed 
from this . . . the material and social conditions in which the 
peasants are living” all made it certain in the mind of the Most 
Rev. Manuel Larrain that social reform is going to take place.’ 

This remarkable and accurate review of a ‘Latin America on 
the threshold of imminent and radical reforms” was made the 
more remarkable by the nature of the solutions which Bishop 
Larrain propounded. Not for him the easy insistence that the 
United States come to the rescue with a flood of money under 


* Dr. Hickey has written a number of articles in this journal. Among 
them are: “Barriers to Inter-American Trade: The Economics of Self- 
Pity,” Vol. X, No. 1; “The Venezuelan Food Supply,” Vol. VII, No. 4; 
“The Cooperative Services and the Good-Neighbor Policy,” Vol. 2, No. 3; 
“Press Coverage in Latin America,’ Vol. VII, No. 2. 

1See his article in Revista Javeriana, June 1957. 
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threat that the Latin Americans would otherwise surrender their 
freedom in return for bounty from Russia. No blackmail. Not 
for him the disgraceful mendicancy of Latin America’s political 
leaders seeking to avoid the necessary adjustments at home. No 
mendicancy. Not for him the easy resort of the politician to 
the demand that the United States intervene to remove dictators 
and the unfounded corollary that such action would assure the 
necessary domestic social and economic reforms. No intervention. 

Instead, Bishop Larrain called for Christian social consciousness 
among the management class, that is, among Latin Americans. 
He called for organization by the industrial working class (that 
is, Latin Americans) to achieve the objectives of social justice. 
He called for agrarian reform under the inspiration of an aroused 
social consciousness within the continent, that is, by Latin Amer- 
icans. He asked Catholic laymen (that is, Latin Americans) to 
““christianize the natural communities.” He asked Latin Amer- 
icans to abandon their mistrust of the United States since it was 
erroneous, prejudicial and hardly Christian, to set aside their 
prejudices, and to participate in a mutual effort for understanding 
which would bring the cooperation of the church in the United 
States for a Latin America devoting herself to the necessary 
social transformation. 

This call to self-help, to domestic action, is inspiring in its 
divergence from the conception of the good-neighbor policy 
which is currently being demonstrated in Latin America by its 
diplomats and politicians. 

In the United States, in our recurring concern with implemen- 
tation of the good-neighbor policy, we have sometimes forgotten 
that the term ‘‘neighbor” implies that there is another party to 
the policy. And there has been a dangerous avoidance of appraisal 
of the concept of the good-neighbor policy which the neighbors 
share. Dangerous, because when the Latin American concept 
of the economic aspect of the good-neighbor policy is that “our 
life together should be an open U. S. checkbook,” when the Latin 
American concept of the defense aspect of the good-neighbor 
policy consists of such lack of faith in the values of a free 
society that it is depicted correctly by a cartoonist as a prospective 
suicide pointing a pistol (labelled “threat to turn to Russia’’) 
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at his temple and saying “YOUR money or MY life,” and when 
the Latin American concept of the political aspect of the good- 
neighbor policy consists of insistence by parties out of power 
that the U. S. intervene directly in domestic affairs and an equally 
stiff insistence by the same elements once restored to power that 
the U.S.abstain from intervention, then a re-appraisal of the 
bases of U.S. policy becomes an urgent necessity. 


There was a time when American universities taught that an 
essential difference between North Americans and Latin Amer- 
icans was “the different emphasis placed on national and personal 
dignity . . . Far more important to the Latin American than any 
monetary gain or practical advantage is the proper recognition 
of his dignidad.”’* ‘That can no longer be taught, since dignity 
has been totally abandoned in an insistent mendicancy perhaps 
never before paralleled in the history of international relations. 

There was a time when American universities taught that 
another distinguishing facet of Latin American conduct was that 
the “Latin Americans believe that conferences ought to face 
fundamental principles.” That can no longer be taught, for the 
Latin American appears to have rejected his devotion to principle 
in favor of resort to blackmailing tactics and appears to be 
seeking the status of bribed-associate in a free society. 

There was a time when American universities taught that the 
Latin American’s “emphasis on abstract justice and the value 
he placed on dignidad” explained why “no Latin American 
country is likely to approve intervention by an outside nation.” 
Today, this is a principle to be preached only when one is in 
power, and once power is lost the demand for intervention 
has become deafening. Not for the Latin American any longer 
the conclusion of former Assistant Secretary of State Henry 
Holland that “we must follow a philosophy of ‘live and let live.’ 
No one of us should tell the others the kind of government they 
should have.” * Not for the Latin American any longer agree- 
ment with Woodrow Wilson’s blunt declaration to Ray Stannard 


2 Samuel Guy Inman, “Latin America: Its Place in World Life’ (Wil- 
lett, Clark & Company, New York, 1937), pp. 17-19. 
8 Life en Espanol, February 1957. 
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Baker that “a people has the right to do what they damn please 
with their own affairs.” * 

But what has the Latin American developed to replace his 
dignity, his devotion to principle, his emphasis on abstract 
justice, his appreciation of the values of a free society? 

Mendicancy. Certainly the first quality that has appeared as 
a substitute is a shameless mendicancy. 

“Their arguments have become as stylized as a minuet,’’ writes 
the London Times in a comment on the fact that “the Latin 
American countries are living and progressing still on foreign 
relief, particularly American aid.” ° 

For a former president of Colombia, Eduardo Santos, it is all 
quite simple: “It is simply the extension of generally accepted 
modern principles such as taxation. If a wealthy man is heavily 
taxed by his country and this tax is used to build a highway, is 
he justified in saying that he is giving alms to the highway? 
Certainly not. The country is building it with money that is 
its due . . . There should be a Marshall Plan for America.” ° 
(The reference is to Latin America). 

Not for Santos, apparently, consideration of the fact that in 
the United States the U.S. taxpayer exercises authority along 
with the privilege and responsibility of paying taxes, that he 
determines what taxes he shall pay for what purposes and in 
what relationship with other elements of the community, that 
he controls the expenditure and determines when and how cir- 
cumstances indicate the expenditure to have been wisely or 
unwisely spent, that he controls outlay. In the United States the 
U.S. taxpayer determines the optimum priorities for prospective 
expenditures. Does the Colombian recall the mild effort of the 
U.S. financial experts to influence the steel mill aspirations of 
Colombia and to place them in a suitable frame of priority, and 
does he also recall the indignant response of Colombians to 
such “interference and intervention?” Does the Colombian com- 
prehend that under “‘generally accepted modern principles such 


* Life and Letters, Volume V, p. 74. 


5 September 9, 1957. 
® Responsible Freedom in the Americas (Doubleday & Company, New 


York, 1955) p. 222. Edited by Angel del Rio. 
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as taxation” it would be proper for the U.S. House Ways and 
Means Committee to arrive in Colombia to determine the equity 
of taxes proposed to be levied on U. S. taxpayers for the benefit 
of Colombia, as it refers to necessary revisions of taxes on Colom- 
bian citizens so that they too may carry a share of the burden? 
Is it likely that E/ Tiempo, the very distinguished newspaper of 
which Mr. Santos was the very great editor, would have edi- 
torialized in praise of such a mission by the House Ways and 
Means Committee, once the United States accepted the ‘extension 
of generally accepted modern principles such as taxation” which 
is proposed by the Colombian? 

When a dictatorship milked Colombia of some $200 million 
or at least diverted it from optimum national developmental 
aspirations, was it in accord with “generally accepted modern 
principles” that the U.S. taxpayer should be asked immediately 
for $200 million, lest the developmental aspirations of successor 
officials be balked, or left—horror of horrors—to depend on 
evolution of new domestic policies involving an awakening of the 
“Christian social consciousness” whose remoteness from the Latin 
American scene so disturbed the good Bishop Larrain? 


Seemingly in protest, Santos asked: “Is it possible to talk 
about ‘One World,’ world unity, human solidarity, the common 
destiny of all nations, when here, for example, housewives within 
their right to be sure, at the advice of a vehement governor, are 
taking steps to bring down the price of coffee?” 

Not for the Latin American any focussing on the central prob- 
lem. When, for instance, the coffee market was being rigged or 
pushed in the period 1949-55 to accomplish one of the greatest 
price rises in commodity-market history, warnings came repeatedly 
from the United States that the producers might be over-reaching 
themselves, that the end result would be a slowing of consumption 
and an over-expansion of production which would make for a 
frightful problem later. Colombia’s answer was ‘‘Hands off. 
When that time comes, Russian purchases will come to the 
rescue of the coffee market.” The day came, but as was pre- 
viously clear to anyone who understood the magnitudes involved, 
the surplus was too great for Russia to cope with. Indeed, no 
degree of prostrating themselves before Russia could have induced 
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Russia to clear the market of surplus. Now, the Colombians 
demanded that the U.S. “stabilize” the market at high prices 
that would only assure further arresting of expansion of con- 
sumption and make production still so remunerative as to encour- 
age further over-production. 

Is it a “generally accepted modern principle” also that com- 
modity producers have no obligation to heed the consequences 
of their acts and have only to submit the bill for their folly 
to the U.S. taxpayer for prompt payment? Is it a principle of 
modern taxation that the U.S. consumer accept any degree of 
market manipulation at his expense by foreign interests in order 
to make it unnecessary for countries to take measures within their 
Own country conducive to economic progress? 

The fact is that even the notion that the United States ‘‘has 
a moral obligation, the obligation of the powerful, to help the 
weaker for its own good” is open to challenge on public-policy 
grounds as the insistence on draining the U.S. of its treasure 
comes to be regarded as a right. (There is apparently a con- 
tradiction in the italicized portion of the quotation). Admittedly, 
as George Kennan has written, “there is no fonder hope in the 
American breast than that the experience we have had in devel- 
oping a continent will prove relevant and helpful to others.” ’ 
But he speaks equally to the point when he rejects the notion 
that “our generation has some sort of cosmic guilt or obligation 
vis-a-vis the underdeveloped parts of the world,” the notion that 
Americans must accept moral responsibility for the fact that 
certain portions of the globe were developed sooner than others. 
And it simply does no good to threaten the United States that 
it “may convert itself into a new Midas whose touch turns every- 
thing to gold and who finally dees of hunger because he is 
surrounded by nothing but gold.” * 

Stylized as a minuet? Let Hernan Santa Cruz, one-time Presi- 
dent of the UN Economic and Social Council and permanent 
representative of Chile at the UN, speak: “The Latin American 
countries have seen with resentment that, while Europe and Asia 


7™George F. Kennan, “How Can the West Recover?”, Harper's, 


March 1958. 
8 Responsible Freedom in the Americas, p. 222. 
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received close to $40 billion in gifts (italics ours), Latin America 
has received only one billion and the greater part in loans.” ° 
Here is the identification of aid as “booty” which is never-ending 
in Latin America. How many times have how many U.S. diplo- 
mats at how many conferences reminded Latin American diplo- 
mats of the real character and purpose of American aid overseas? 
Yet, as Louis J. Halle, a very intelligent former official of the 
State Department has said, we still ‘‘encounter the child’s reac- 
tion that if the other child is given a piece of candy, he should 
have one too.” *° 

Halle goes on to remind Latin Americans again that ‘‘the 
billions that went to Europe under the Marshall Plan success- 
fully shored up in a dire emergency the outer defenses of the 
United States and of the other twenty American republics as well. 
This in other words was their defense as much as ours. The 
widespread notion that aid to Europe in the eight years cited 
showed our friendship for Europe to be thirty-four times as great 
as our friendship for Latin America does not represent a mature 
understanding.” 

Even more to the point, Halle reminds the Latin Americans 
that “no one suggests that im practice the Latin Americans 
should have shared this burden with us, but they should have 
in principle.” 

That is why the search for booty, the mendicancy of the 
present period in Latin American diplomacy, has proved increas- 
ingly disgusting to taxpayers of the United States. E/ Tiempo’s 
great editor has said well that ‘“‘we may suffer bitter hours but 
let us always keep the courage to defend our freedoms and to 
believe in them.”” Perhaps it would be well for Latin Americans 
the hemisphere over to develop also an appreciation for those 
who defend their freedoms for them. 

The minuet continues. “Brazil already suffers from the hegem- 
ony in the market for tropical raw materials which Europe is 
offering Africa,” protested the Brazilian Ambassador to the Court 
of St. James on February 19, 1958. “Whatever is done in Africa 
by Europeans today is done without the peoples of Latin America 


®*The New Leader, December 27, 1954, p. 8. 
10 In a letter to the New York Times, dated May 28, 1958. 
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and without taking into account the obvious advantage to our 
common western civilization of a program harmonizing the inter- 
ests of Europe and Latin America.” But even a sixteen-year-old 
schoolgirl and a seventeen-year-old boy were able to score on 
this point at the New York Times Youth Forum in April 1958 
when the same worry was expressed by an Ecuadorian diplomat. 
The girl quietly asked the diplomat: “What would happen to 
Africa if preference were given to producers on this continent?” 
And the boy soberly reminded him that “the United States has 
many obligations to fulfill, many countries to buy from.” The 
diplomat was left to reply weakly that the American republics 
are of the same faith. 

It is of course true that Africa has made some gains in world 
markets at the expense of Latin America, notably recently in 
the case of coffee. But would it not be more in order for the 
Latin American to probe for the causes of these gains? It is a 
platitude of Brazilian economic history, for instance, that when 
competitors appear, Brazil is fearfully beaten, given the character 
of the Brazilian response to competition and the character of 
its public policy. 

Recently, for instance, Brazilian coffee policy has seemingly 
been directed at keeping prices high enough to stimulate com- 
petitors to expand their production and to enable Brazil to assure 
itself of a smaller and smaller share of the world market, i.e., 
at progressive evacuation of the world market. Thus, in April 
1957, when Brazil was well aware of the magnitude of the devel- 
oping competitive supplies, when Brazil was headed for more 
than a year’s market requirements carryover in the form of 
unsalable coffee, and when there were already forecasts that in 
the subsequent year it would have a supply from the crop year 
alone that would be double the pace of exports, a spokesman 
for the coffee interests insisted that there is “no justification” 
for forecasts of a crisis in coffee! Acting to implement this dec- 
laration, Brazilian policy was shaped to keep its coffee off the 
market at competitive levels, no serious effort was made to 
challenge the African encroachment on markets, no serious effort 
was am to compete on the higher-end coffees (in fact, importers 
complained bitterly during the year that Brazilian coffee was 
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unavailable). At season’s end, Brazil's share of the world market 
had been reduced substantially, world consumption had been 
discouraged, further stimulus had been given to competitors to 
expand their facilities, the carryover of more than a year’s export 
requirements had wrecked the cruzeiro and Brazilian finances 
internally and externally, and Brazil was hot on the trail of a 
fat-boy to carry the burden. The United States of course. 


TABLE I. 
BRAZILIAN POLICY-ACHIEVEMENT IN COFFEE: 
SHARE OF THE WORLD MARKET: 


Brazil Africa Others 
1935-39 54.1% 9.3% 36.6% 
1954 a1 19.8 42.9 
1955 40.5 21.2 38.3 
1956 44.1 22.7 33.2 
1957 40.1 24.0 35.9 


Now, upon the United States was heaped insistence that some- 
thing had to be done to arrest the development of Africa, and 
that something had to be done to shift the burden of unsalable 
coffee—the fruit of the folly of Brazilian public policy—upon 
the United States taxpayer. (In fairness, it must be said that no 
Brazilian diplomat suggested that this fell in line with ‘generally 
accepted modern principles.’”) When tens of millions of dollars 
were being made by individual speculators in coffee earlier in 
the 1950's, Brazil had warned the United States: ‘“‘Hands off,” 
despite the warning by friends of Brazil of the inevitable conse- 
quence of Brazilian coffee policy. Eventus stultorum magister. 
Now, the United States was asked to assume the burden. 

When President Eisenhower set up the Special Committee of 
Presidential Representatives in 1956 to add to the discoveries 
which his personal emissaries had previously made (Richard 
Nixon had discovered the Inter-American Highway and Milton 
Eisenhower had discovered non-intervention), a Chilean repre- 
sentative was quoted by the United Press as saying “The United 
States wants to give and we want to receive, and the only question 
is just how.” But there may well be an oversimplification in this 
conclusion. And there certainly will prove to be an oversimpli- 
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fication, if abuses of the facts of economic life persist in the 
declarations of prominent Latin Americans. We refer to the 
running criticism of U.S. trade policy, U.S. farm surplus dis- 
posal policy, stipulations regarding effective use of U.S. loans, 
and the like. 

Virtually every Latin American country that has protested our 
surplus-disposal programs has begged, and the proper word is 
begged, for P.L. 480 assistance or help under some other surplus- 
disposal plan. One recalls the Argentine government asking for 
twice as much assistance as it was given ultimately, pleading 
urgency in a manner pathetic to anyone who remembers when 
Argentina was a proud nation—and one is inevitably revolted 
by the protests filed persistently since that time by Argentine 
officials against the “interference with normal trade channels” 
said to be implicit in the U.S. program, out of which Senator 
Young has correctly noted that ‘‘we know we are never going 
to get anything out of most of these currency loans under P.L. 
480.” ** One recalls the Mexican pleas for assistance on corn 
in 1957, when it required really a violation of U.S. law to make 
P.L. 480 assistance available to a country simultaneously claiming 
to be loaded with foreign exchange and to be prospering in an 
unprecedented manner, and one is inevitably disturbed, as an 
American taxpayer, to find the Mexicans simultaneously protest- 
ing even as the donated corn was flowing into the country “the 
heavy interference by the U.S. Department of Agriculture 
through their supporting prices in favor of growers in that coun- 
try and the heavy impact in the world market caused by the 
‘dumping’ of export cotton at a price lower than that paid by 
domestic buyers. Likewise through especially legislated programs 
like P.L. 480 American cotton is offered to importing countries 
against payment subject to special conditions with great facilities 
for payment.” Again, one thinks of the rapidity with which 
relief food supplies were rushed to Peru, and Peru’s continuing 
protest against U. S. farm surplus disposal programs. 

The list is endless. And what is important is that the irrespon- 
sible protests come not alone from communists dedicated to 


11 Hearings before the Senate Appropriations Subcommittee on Inde- 
pendent Offices Appropriations, 1959, p. 352. 
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sowing dissension, but also from respectable government officials 
who should know better and who are willing nevertheless to stir 
up anti-American feeling even as they themselves beg for help 
to cover up the errors of their domestic policies. 

If mendicancy is to continue to be the central vehicle of Latin 
America’s search for economic progress, it might be more effective 
in a climate of gratitude, even though such decency in interna- 
tional relations violated a fundamental precept of current Latin 
American diplomacy. 

In 1957-58, it seems to have served Latin American official- 
dom’s purposes to create the impression that great damage was 
already being inflicted by the United States on Latin America 
by a shift to protectionism. This, while there was still in the 
United States only debate rather than action, and after a three- 
year period during which the United States had bought huge 
quantities of copper, lead and zinc wholly unrelated to the 
defense effort in a final attempt to induce adjustment of supply 
to demand, only to find foreign producers instead were flooding 
the U.S. market rather than adjusting to the world statistical 
position. 

Actually, production adjustments, painful in the extreme, were 
occurring in the United States rather than in Latin America, and 
Latin American shipments to the U.S. market actually increased 
for months and months. 

The inspired Latin American agitation to label the U.S. on 
the road to protectionism was particularly notable because it 
came at a time when Latin America itself was well on the way 
to becoming the focus of the world's protectionist movement, 
with trade barriers mounting in all forms. Even as the United 
States was debating means to avoid trade barriers, Mexico bluntly 
announced that duties on three-fourths of her imports were being 
raised. (April 14). Peru, after a succession of tariff increases 
which gave it no right to dispute other countries’ tariff reactions, 
announced that it too was again raising duties, although “Peru 
will continue to enforce the policy of free trade.” If the quotation 
seems incredible, it nevertheless is the wording of the message 
delivered to the State Department and made available to the 
press. Everywhere in Latin America the story was the same. 
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Everywhere, the steady action to increase trade barriers, and 
unceasing dishonest propaganda branding the United States as 
an enemy of freer trade. 

After all, it was Latin America which was insisting on the 
greatest of all barriers to free trade—a series of commodity agree- 
ments which it hoped would limit access to the United States 
market for competitors in a crippling way that no tariff action 
of the U.S. could possibly accomplish. It was the Latin Amer- 
icans who were insisting on import quotas for the U.S. coffee 
market which would prevent efficient competitors from improving 
their competitive position in the market, which would freeze 
African outlets at a level far below Africa’s aspirations and its 
possibilities competitively, which would discourage consumption 
and thus the volume of international trade, which would dis- 
courage efficiency in production—in a word, which would accom- 
plish all the evils of trade barriers which are commonly listed 
in the litany of free traders. But this did not prevent charges 
from Peru of “economic aggression” because the U.S. was 
thinking of duties on lead and zinc. And it had not prevented 
charges of “economic aggression” from the coffee countries 
earlier in the 1950s when U.S. officials timidly suggested that the 
raid on the coffee market might one day have tragic consequences 
for Latin America. 

Here again it is important to note that it is not the communists 
alone who were deceiving and inflaming the unfortunate people 
of Latin America who live as prisoners of their bureaucracies. 
It was instead the officials and the press, which knew better, and 
yet deliberately inflamed public opinion against the United States, 
rather than admit that it was the deficiencies of domestic economic 
policy which doomed the people to lowstandards of living. 

A Bolivian, testifying before the U.S. Tariff Commission dur- 
ing the hearings on lead and zinc, offered up still another varia- 
tion on the central theme: (1) ‘The United States should apply 
that principle which teaches us to give of ourselves before think- 
ing of ourselves.” (2) The United States should accept the 
equality of rights of all citizens of the Americas, producers and 
businessmen of both North and South America, when it makes 
its decisions on economic matters. 
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As a matter of fact and record, the United States had already 
gone ahead of this Bolivian’s thinking on both scores. In the 
three years 1956-58, for instance, Bolivian taxpayers had con- 
tributed some $68 million in taxes to their government, but U. S. 
taxpayers had provided Bolivia with $74 million in economic 
aid.” In the payment of Bolivian taxes, thus, the U.S. taxpayer 
had not only achieved equality, he was actually paying more 
than his Bolivian associates. Again, the United States had pur- 
chased, on the insistence of the State Department and against 
the wishes of the agencies concerned with stockpiling for defense 
purposes, some $100 million of tin. But the United States had 
been unwilling to make equal sacrifices for its own producers of 
such commodities as tungsten. Here again the Bolivian taxpayer 
had achieved more than equality with the U.S. taxpayer. (This 
is not the place to invoke the propriety of this achievement under 
the U.S. Constitution). 

Again, in 1957-58 the United States Embassy was screaming 
that there had been a misuse of 55 billion bolivianos in counter- 
part funds to the advantage of a small number of Bolivians. 
This was a case also where the U. S. taxpayer was getting some- 
thing less than “equal treatment.” About the same time, the 
Bolivian Controller's office was reported to have issued findings 
that articles of prime necessity supplied under the aid program 
had failed to reach the proper and intended consignees. Here 
apparently was another case where the U.S. taxpayer was not 
getting a fair shake of the dice. We were surely “giving of 
ourselves without thinking of ourselves” in the Bolivian case. 

On the other hand, there were areas of Bolivian decision-mak- 
ing where the equality of rights had not been exercised. The 
Bolivian government had expropriated properties without just 
prompt and effective compensation, and in the implementation 
of this action had succeeded in wrecking the revenue-producing 
character of the properties. Was this giving the U.S. taxpayer 
“equal rights?’ Here the U.S. seems to have been “made” to 
“give of ourselves.” Peruvian newspapers had flogged the United 


12 Hearings before the House Appropriations Subcommittee on Mutual 
Security Appropriations for 1959, pp. 839, 1132-33. 
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States for “economic aggression” for daring to consider duties 
on lead and zinc. Brazilian diplomats had labelled the United 
States economic aggressors for allowing consumers in the United 
States to cut down their consumption of coffee in protest against 
the rigging of prices at excessive levels. Did confiscation of 
property without compensation not more nearly fit the definition 
of economic aggression? 

In the minutiae of policy, too, there has been an all too easy 
avoidance of the facts in order to unload upon the United States 
the blame for domestic policy failures in Latin America. The 
able veteran Latin Americanist, Samuel Guy Inman, picks up the 
Uruguayan plaint, for instance, that the countervailing duty on 
wool tops had thrown Uruguay into her worst depression. Actu- 
ally the International Wool Textile Organization had unani- 
mously condemned Uruguay for the subsidy on top exports which 
had caused the U.S. Treasury to impose countervailing duty, 
and it was fully within Uruguay’s competence to remove the 
legal basis for the duty by eliminating the subsidy. And as far 
as the depressed economy was concerned, Uruguay’s difficulties 
owed more to her making her wool unavailable for sale at world 
market prices and the consequent accumulation of unsalables, 
than to any action of the U.S. And there were many other 
domestic decisions leading to the dismaying state of the public 
finances which contributed to difficulties and which fell within 
the competence of the Uruguayan Government itself to remedy. 

It was all very well for a newspaperman to suggest carelessly 
that “‘we would have no problem with Uruguay if we demonstate 
a cool policy toward dictators, eliminate the restrictive tariff on 
wool tops, and buy the crop.” But some responsibilities the 
U.S. Government still has to its own people. To stand ready 
to buy up any crop which a country chooses to hold off the market 
because it is dissatisfied with the price, would involve the United 
States in a total disruption of the free market system and sub- 
stitute for it total chaos, as well as national bankruptcy. The 
prescription which the Chicago Tribune reporter offered up was 
thus somewhat worse than the disease, and the diagnosis of the 
ailment had certainly been inadequate. That was an old Latin 
American fault. 
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In the January 1956 issue of Foreign Affairs, in an article on 
“Latin American Realities,’ Eduardo Santos asserts that the 
Latin Americans “have the right to insist that there be no threat 
of foreign domination in the indispensable economic cooperation 
with the United States which they so fervently desire . . . Eco- 
nomic aid should not and must not become exploitation; it must 
never strangle the autonomy of these peoples or overstep the 
limits which the spirit of well-intentioned cooperation itself 
defines.** 

Have there been any indications of “threat of foreign domi- 
nation” in the past twenty years of U.S. economic cooperation 
with Latin America? Obviously not. In that case, would it not 
better serve the cause of the unfortunate human beings who live 
in a climate so renown for its absence of Christian social con- 
sciousness to put an end to the constant issuance of warnings 
against threats of U.S. domination, to stop making a political 
football out of the myth of potential U.S. domination, and to 
proceed directly to the enormous task at hand? 


Only a few years ago, Washington had to warn certain elements 
of the Colombian dictatorship that equipment supplied under 
loans from Washington was being diverted to personal projects 
of friends of the dictatorship, and that further disbursement on 
loans could not continue under such conditions. Was this stipu- 
lation excessive? Was it proper fodder for the politicians and 
their newspapers who choose constantly to worry aloud about 
potential U.S. domination ? 

Is it in fact at all certain that a mendicant should be aided 
if he indicates that he suspects the motive of the benefactor? 
Discussing impressions in aid-recipient countries that U.S. aid 
“represents the paying of some sort of a debt from us to them,” 
impressions that our aid is a sign of weakness or of fear that 
the country will otherwise surrender its liberties and join Russia, 
the possibility that aid will be attacked as evidence of what the 
communists have taught people to refer to as “imperialisms,” 
one of the finest minds ever to serve in the State Department 
has suggested that perhaps the aid-recipient countries themselves 


po. 250. 
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properly have obligations to make sure that misinterpretations 
do not occur.** 

Referring to the old chestnut that the United States is opposed 
to Latin American industrialization, Galo Plaza, former President 
of Ecuador, says that “it is up to the United States to dissipate 
the current belief throughout Latin America that it is convenient 
for this country to maintain her permanently as producer of 
raw materials while selling her manufactured goods.” Does it 
ever occur to so good and understanding a friend of the United 
States as Galo Plaza that perhaps it is up to the Latin American 
leaders themselves, who have been in a position to see how this 
country has been anxious to help accelerate the industrialization 
of Latin America, to communicate this thought to their people, 
instead of concealing it in order to have the ready weapon of 
“enemy of our industrialization” with which to flog the United 
States at opportune moments. Surely, in relations between re- 
sponsible parties, the recipient of aid has obligations too. 

Certainly, repetitions of warnings to the United States about 
the manner in which it is to permit itself to be looted has reached 
the point of diminishing returns in international relations and 
particularly in inter-American affairs. It would be well for the 
Congress of the United States to insist that the recipient country 
too has certain obligations, not only in preventing the misuse of 
the booty captured in Washington, but also in making sure that 
the people of the recipient country understand the nature and 
character of the beneficence with which they are being showered, 
comprehend the toil and sacrifice involved in the accumulation 
of the treasure now so freely conveyed, understand the gener- 
osity of the motivation. And if politicians of the governments 
in power prefer the political usefulness of propagation of myths 
about U.S. domination and improper motivation, etc., then it 
would be better that the flow of the booty be stopped. 

It may be, as an American professor wrote the New York Times 
some years ago that “many Latin American intellectuals un- 
favorably collate the heavy hand of Uncle Sam in their domestic 
matters with the imagined touch of the Russian bear.” It may 
be that Latin American intellectuals are still too immature to 


14 Kennan, op. cit. 
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be capable of Jacques Maritain’s finding that “the American 
people are the least materialistic among the modern peoples 
which have attained the industrial stage . . . few things are as 
sickening as the stock remarks with which so many persons in 
Europe who are themselves far from despising the earthly goods 
of the world, reproach this country with its so-called material- 
ism .. . there is no avarice in the American cast of mind.” 
Whatever may be the ignorance and immaturity of the Latin 
American intellectual, the Latin American politician has a com- 
pelling reason to make a correct judgment, for his is an obligation 
to his country to achieve the optimum pace of economic progress. 
And if mendicancy is to continue to be the chief vehicle for that 
achievement, it must be coupled with an effort to minimize the 
abuse of the benefactor. 

Much of the difficulty stems from the fact that the State 
Department has felt that the people of the United States cannot 
be trusted with the facts of life. The Department has felt that 
its best chance of winning appropriations for movement of the 
nation’s wealth abroad is to conceal from the American people 
the scope and the form of the aid. Thus, if a grant can be made 
to look like a loan, let’s do it. If a soft-loan never to be repaid 
can be concealed to look like a real loan, let’s do it. (After all, 
we will all be dead by the time the repayment schedule becomes 
effective if the terms are stretched out long enough!) 

Or, as the official statement of the Department of State reads: 
“The Latin American governments do not want grants or soft- 
loans, they want capital in the form of private investment and 
sound long-term official loans. This attitude reflects a praise- 
worthy sturdiness of spirit.” It is this type of ‘‘selling-job,” 
coupled with similarly dishonest public-relations talk such as the 
insistence that the Buenos Aires Economic Conference was a 
great success, that the Latin Americans (on the eve of the Nixon 
visit) are not disturbed or agitated about U. S. policies, that the 
Pan American Union and the Organization of American States 
are functioning effectively in the economic field, that has made 
a farce out of so-called Pan Americanism and contributed to 
the fact that “the Pan American ideal has so far failed to 


inspire either a moral awakening or down-to-earth economic 
cooperation.” *° 
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The steady proliferation of the institutional structure of financ- 
ing in Washington, the succession of agencies and legislation, 
each designed successively to make possible “softer” and “softer” 
loans and more effective ways of concealing grants, the constant 
quest of the State Department for new means of transferring 
aid without requiring effective repayments, all testify to the lack 
of frankness in the policy statement regarding Latin America. 
And testify to the insistent demand from Latin American poli- 
ticians for money that “will not constitute spiritual or material 
loads on the recipients.” (The last quote is a gem from the 
Ecuadorean opera but the chorus is Pan American). And inev- 
itably the State Department’s prevarication enhances the urge 
to mendicancy in Latin America, for it says in effect to the 
mendicant: “If you don’t tell, be assured that I won’t, because 
I dare not tell and still hope to retain my job.” Small wonder, 
then, that José Figueres, ex-President of Costa Rica, dares say: 
“We (Latin Americans) do not want gifts, except in catastrophe 
areas. We are not spitting on people for money.” ** The State 
Department is certainly not going to release the facts, lest the 
people protest. A well-informed public has become a frightening 
thought for the State Department, even though in this democracy 
a well-informed public was once considered America’s greatest 
security. 

“Latin American countries, with all their wealth, are behaving 
in some instances like dogs in the manger,” editorializes the 
London Times. “They appear to hope, and they are usually 
justified in doing so, that the straw will always be refreshed and 
replenished.” That may be true. But if so, it is doubly impor- 
tant that we understand the manner in which the straw is being 
refreshed and replenished. Mr. Santos has said that “I do not 
think this should be understood as charity or as a kind of relief.” 
Why not? 

Recently a world-famous economist, W. S. Woytinsky, returned 
from a lecture-and-study tour of Latin America made possible 
by the State Department's international educational exchange 
program. He is not a professional Latin Americanist, but is an 


15 London Times, September 9, 1957. 
16 Time, June 23, 1958, p. 35. 
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unusually shrewd observer and a very respected economist. Upon 
his return he wrote: (1) ‘Latin American thinking is character- 
ized by an exaggerated belief in the ability and duty of the 
United States to solve all its problems.” (2) They believe their 
economic progress depends on capital which the U.S. could 
supply in practically unlimited amounts. (3) “In contrast, we 
felt that in most countries the controlling factors lay in political 
and social conditions: a wrong attitude of wealthy people, exces- 
sive investment and speculation in real estate, poor planning, 
poor organization of credit, antiquated agriculture, a weak 
domestic market, excessive preoccupation with foreign trade 
and readiness to sacrifice agriculture to the dreams of a hurried 
industrialization.” *” 

Woytinsky noted that he had advised the Latin Americans 
that their future is in their own hands and not in the hands of 
the United States, that simply building more factories and more 
power stations would not overcome poverty, but that giving edu- 
cation to all, fostering social equality, broadening the base of 
government, building up domestic markets, initiating activities 
of local communities, would help immensely. But as long as the 
Latin American viewpoint consisted of an Ecuadorean diplomat’s 
“explanation” of the Nixon incident, namely, “our countries 
need less advice and more money from the United States,” it 
was unlikely that Latin America would adopt a course which 
would accomplish the necessary social transformation. 

The Latin American economies have sometimes been called 
remora economies, after the sucker fish which attaches itself 
to a bigger fish and eats the dribblings which fall from the 
bigger fish’s mouth. In human relations, the term appears in 
cases where an individual allows weird people to attach them- 
selves to him like remora and sometimes falls a victim and 
allows himself to be guided by the remora. In international 
relations the remora association is clearly not a healthy one for 
either party. 

Latin America is currently engaged in an effort to break the 
remora relationship. The United States too would be glad to 


17 “Eight Months in Latin America,” The New Leader, June 30, 1958, 
p. 11. 
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see a more healthy form of association. But Latin America is 
unlikely to succeed as long as it is enmeshed in self-pity, as long 
as it substitutes self-pity for self-help, as long as it chooses to 
ignore deficiencies of domestic policy over which it has full 
control in favor of a concerted drive for booty from Washington. 
It can send Vice-President Nixon and a dozen like him back 
to Washington with the famous message: “Yankee, Go Home, 
Send More Money.” But it will not realize its economic potential 
by such tactics. 

Blackmail. “Unlike some other nations at the Caracas Con- 
ference in 1953,” recalled a former Foreign Minister of the 
Dominican Republic in June 1958, “the Dominican Republic 
had supported the United States anti-communist resolution with- 
out demanding aid in return.” 

“If authoritarian or totalitarian political movements should 
achieve momentous proportions as seems at least possible,’ writes 
the historian of Latin America’s role in the United Nations, 
“abetted by a whipping up of anti-United States sentiment on 
the basis of alleged economic oppression, a much greater pro- 
pensity might develop to blackmail this country for economic 
concessions in return for political support in the UN Assembly.” 
(Italics ours). Already, he noted, there had developed ‘‘an aware- 
ness that only by banding together can they (the Latin Amer- 
icans) extract the maximum advantage from the voting potential 
they possess.” And in the field of economic development “the 
periodic complaint of the Soviet Union about the ‘mechanical 
majorities’ of the United States in the General Assembly has 
been far less justified, since there have been sharp and not infre- 
quent disagreements between the United States and its Latin 
American neighbors.” ** 

“It seems certain,” said a representative of the coffee growers 
of Colombia in 1958 in arguing for U. S. assistance to ‘‘stabilize” 
coffee prices in order to repair the folly of Latin American pol- 
icies about which the Latins had previously insisted the U.S. 
keep hands off, “that the communist powers will step up their 
efforts to promote broader coexistence’”” with Latin America, and 
it would be “unrealistic” to think that the area’s ‘‘traditional 
friendship with the United States” would stop the trend “if days 
of crisis were to materialize.” 
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“If financial policies of the United States handicap or prevent 
Latin America’s trade with the North American republics, then 
Latin America may have to trade with countries of different 
ideology . . . Inter-American solidarity can never be bought by 
giving up Latin America’s prosperity,” said a representative of 
Mexico to the Organization of American States.’ 

How did “blackmail,” “the purchase of inter-American soli- 
darity,” “payment for support of an anti-communist resolution,” 
enter the language of the good-neighbor policy? 

Clearly, not at the instance of the United States. The United 
States wants no mercenaries in its ranks, would have no faith 
in the value of such mercenaries in time of need. A generation 
of Americans brought up on the dignity of the Latin American, 
on his respect for human rights, on his belief in the values of 
a free society, would not have tolerated the thought that the 
Latin American could be bought. Yet, in 1958, when the Chi- 
cago Sun-Times published a cartoon showing a Middle East 
country pointing at its temple a pistol labelled “threat to turn 
to Russia” and captioned ‘““Your Money or My Life’ it was 
essentially pointing up what had become a central issue and a 
vehicle of policy in the inter-American field. Blackmail. 

Had this come about because of misinterpretation of the U. S. 
position? In 1954 Henry Cabot Lodge, Jr., representing the 
United States at the United Nations, had said to Arkady A. 
Sobolev: “Stay out of this hemisphere and don’t try to start 
your plans and your conspiracies over here.” It was in the tra- 
dition of U.S. sensitivity to external aggression in the American 
community to reassert Monroe’s challenge, only backed with 
more strength than had accompanied the earlier enunciation. 

But the warning carried no implication of a preclusive invest- 
ment policy or a preclusive buying policy. There was no eco- 
nomic corollary to the Lodge warning. For, the assumption of 
the United States was that it would have been an insult to the 


18 John A. Houston, Latin America in the United Nations (Carnegie 
Endowment for International Peace, United Nations Studies No. 8, New 
York, 1956), pp. 289, 292, 295. 

1° Control of Foreign Relations in Modern Nations, Edited by Philip 
W. Buck and Martin Travis, Jr. (W. W. Norton and Company, New 
York, 1957), p. 188. 
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dignity of Latin America, it would have been a misjudgment of 
their integrity, to act as though the Latins were so unconcerned 
with the communist conspiracy, so uncertain of the values of the 
free society, that they were willing to put themselves up to the 
highest bidder. The United States preferred to believe that 
the Latin Americans were mature enough to know that Soviet 
trade and investment historically carry with them political pene- 
tration, and that the Latin Americans could therefore be counted 
upon to weigh this factor carefully when confronted with the 
“economic coexistence” offers of the Russians. 

This did not mean that the United States viewed all trade with 
Russia as dangerous to the hemisphere. This did not mean that 
the United States was so worried about a possible capital-goods 
investment by the Russians in Latin America that it felt imme- 
diate action would be needed to forestall any such deal. It did 
mean that the United States assumed that Latin America realized 
it was Latin America’s own interest that was involved if some 
trade deal should appear to carry political threats, or if some 
investment proposal carried with it more than the commercial 
relationship. When, for instance, Chilean officials flared up 
after certain action by the United States on copper, with the 
retaliatory insistence that they would fight to be permitted to 
send to Russia materials deemed of strategic importance to Russia, 
they seemed to forget that they stood to be damaged just as the 
U.S. and other free nations were damaged by any advantage 
added to Russia’s war-making potential. And to hold a threat 
over the head of the United States that if it failed to act in ways 
which the U.S. deemed undesirable, Latin America would ignore 
its own interest and those of the free world and ‘“‘play ball” with 
Russia was a recurring theme that displayed a striking lack 
of responsibility. 

It might be noted that in July 1958 the New York Herald 
Tribune published the findings of a poll taken to test reaction 
to the question: “Do you feel that acceptance of economic aid 
from Russia and from the U.S. carries with it any threat to the 
independence of those countries which accept the aid, or not?” 
In Mexico City, 62% considered that Russian aid carried a threat, 
while only 44% considered that U. S. aid involved such a threat; 
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15% believed Russian aid was not a threat, 39% believed U.S. 
aid was not a threat; the better-educated group were more prone 
to see U.S. aid as a threat to independence. In Caracas, 55% 
labelled Russian aid a threat, 40% thought U.S. aid a threat; 
31% refused to consider Russian aid a threat, 50% denied U. S. 
aid was a threat.” 

“Our program in Latin America was not started to thwart 
any Russian offensive,” pointed out Rollin $. Atwood, director 
of the Office of Latin American Operations of the International 
Cooperation Administration. “We are not trying to ‘match’ 
Russian offers. The Latin American program was started and 
continues as a joint effort of free peoples to help each other reach 
the goal of having stronger, more self-reliant, more productive, 
happier and healthier people. At the same time we will be 
strengthening the principles of freedom, independence, dignity 
of the individual, private initiative and enterprise, and respon- 
sible democratic forms of government. ** 

This does not bespeak naivete on the part of the United States. 
There is much knowledge of the Latin American in Washington. 
Older hands in the State Department can remember the debate 
on admission of Israel at the UN, when reports came in asserting 
that a few of the Latin American votes seem to have been put 
up for sale to the highest bidder, although the majority of the 
Latin Americans preferred to vote on principle. Even the non- 
professionals know the Latin American. Mrs. Roosevelt, for 
instance, tells of the time at a UN meeting when the refugee 
question was brought up—whether as Yugoslavia and Russia 
insisted, everyone who did not return to his country was either 
a quisling or a traitor and should be forced to return and accept 
whatever punishment might be meted out. It was very important 
and “‘the hour was late and we rather feared that some delegates 
on our side—particularly our South American colleagues—might 
leave before a vote was taken. So since their presence was essen- 
tial, I talked about Bolivar and his stand for the freedom of all 
peoples. The South American delegates stayed with us to the 


°° The New York Herald Tribune, July 6, 1958. 
*1 Hearings before the House Appropriations Subcommittee on Mutual 
Security Appropriations for 1959, p. 1098. 








66 INTER-AMERICAN ECONOMIC AFFAIRS 


bitter end and we won a victory in the vote on the right of an 
individual to decide his own fate.” ** 

But remembered too are such matters as Brazil's adherence 
to principle at the UN. In tabulations of important roll-calls, 
Brazil has sometimes been cited for ‘‘its practically unfailing alle- 
giance to the cause supported by the United States.” Yet, this 
came during a period when Brazil was actually suffering dis- 
criminatory economic treatment from the U. S., as compared with 
other Latin American countries, due to the incredible bungling 
of the State Department. But Brazil’s devotion to principle was 
not for sale. It would not deviate from its course just because 
it had grievances in a different field. Brazil preferred to vote 
on principle. 

Again, one recalls the Chilean Ambassador's impassioned let- 
ter to the New York Times in 1954: Chile was deep in a serious 
economic crisis, but the Ambassador did not choose to raise the 
“communist threat” which was being actively researched by 
most countries in order to win U.S. aid. Instead, he insisted 
that “‘the communist influence in Chile is exaggerated.” ** And 
the Mexican Ambassador to the United States in 1953, when 
certain State Department officials were fishing for signs of com- 
munists with which to scare some money out of the Congress, 
had rejected the notion that the “continent’s democratic institu- 
tions are in danger of being converted to communism,” and 
with respect to Mexico, had answered with an emphatic “they 
are not.” ** 

It remains true, however, that by 1958 the prevailing theme 
of Latin American economic diplomacy was: “If we don’t get 
‘it’ from you, we will get it from Russia.” And in the course 
of elaborating on the theme, some prominent Latin Americans 
who should have known better were resorting to very low blows. 
For instance, one former president of a democratic Latin Amer- 
ican country was quoted by the United Press in 1958 as insisting 
that “Yankee imperialism can only result in driving Latin Amer- 
ica to communism.” It was late in the century to be invoking 


22“T Learn About Communists,” The Saturday Evening Post, February 
22, 1958, p. 56. 
28 September 3, 1954. 
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a phony cliché like “Yankee imperialism” and to do so merely 
indicated the inability to preceive the real issue. 

How does it happen that in 1958 the United States was being 
subjected to a wave of thinly concealed threats that perhaps 
Russia will do what the U.S. refuses to do, however unsound 
and uneconomic it might be for the Latin American countries? 


Partly at least, this line of policy stemmed from watching the 
tactics of successive administrations in Washington, two decades 
of appeals to “the fears of ignorance rather than to the logic 
of wisdom,” two decades of endless scaremongering. For some 
twenty years, every appropriations measure was shoved through 
Congress by scaring Americans rather than by inspired leadership 
and trust in the good sense of the American people. Every 
foreign-aid debate, every renewal of the reciprocal trade act, 
went through Congress in response to ridiculously extravagant 
propagation of fear. Small wonder, then, that Latin American 
leaders concluded that fear was perhaps the only tactic that 
would induce action from Washington in accord with Latin 
American desires. From that, it was easy stuff to discover that 
the fear most likely to win success was “fear of Russian encroach- 
ment and penetration.’”” This alone, the Latins concluded, might 
enable Latin America to obtain from Washington the booty which 
would stave off resort to self-help. 

It was alright for a Venezuelan Minister of Education to come 
to Washington in June 1958 to hear reports showing that 14 
million children in Latin America have no chance of getting any 
schooling, that of those who do few get beyond elementary 
school, that of every 1,000 who get a grammar school education, 
only 40 or 50 go beyond that and only 2 reach college. But 
when the Minister suggested that the blame for the failure of 
the educational system rested with “bad administration and dis- 
tribution of Latin America’s wealth,” he was getting on danger- 
ous ground. For, Latin America had no stomach for findings 
of this kind. After all, it implied that there was something that 
Latin America can do for itself, that there was something which 
could not be blamed on the United States. Latin American 


24 New York Herald Tribune, July 27, 1953. 
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leaders in general preferred to say that if the quest for booty 
in Washington failed, they would have to go to Russia rather 
than turn to self-help with respect to deficiencies in domestic 
economic policy. 

In a day marked by the “tyranny of the weak over the strong,” 
that is, by the reluctance of the major powers to be provoked to 
strong action by trouble-making, insults, pinpricks, whether it 
be the kidnapping of a few executives in Cuba or Yankee-baiting 
by immature intellectuals, a certain amount of economic chiselling 
is inevitable and to be tolerated if for no other reason than that 
it enables a major power to concern itself with the really impor- 
tant problems. But it should be clear that in placing all their 
hopes on “‘competitive assistance,” in offering up their hearts 
and minds in a sordid auction, the Latin Americans would 
quickly exhaust the potential of this course. 

Because, there can be only one correct response to it by a 
democratic nation like the United States and that is to say quietly: 
“You have full control over your own actions. The U.S would 
regret your surrender to the Russians in order to milk some con- 
cessions out of them. But we will not bribe you to stay on the 
side of the free nations. We want no bribed associates, no mer- 
cenaries. It will hurt our interests and perhaps cause us suffering 
to see you go, but your interests will suffer first and more.” 

At that point the Latin Americans will find that they have 
endangered the foundations of their society. Who knows? Con- 
fronted with the folly of their acts, they might finally awaken 
to shake off their self-pity and to seek independence in self-help, 
the one course that makes sense. Pedro G. Beltran, an eminent 
Peruvian, put it well some time ago when he suggested that 
“if a nation relies on handouts in order to live, its future is 
doomed . . . It lives by what it receives for political considera- 
tions, which cannot be relied upon indefinitely. As long as this 
state of affairs prevails, such a country will never come of age 
but will continue to be dependent, without prospects for the 
future.” *> And if the handouts come from Russia, and if the 
political considerations paid for such handouts go to Russia, 
the dependence is likely to involve moral, political and economic 
dependence, in a form that might shock even the Latin American 
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politician, and the intellectuals who in this area of the world 
are so inclined to pick up the cause of the opportunistic politician 
rather than to provide leadership from superior education and 
mental resources. 

Intervention. In 1958 the astonishing fact in the political 
life of the Americas under the good-neighbor policy was the 
insistence by the Latin Americans that the United States intervene 
in internal affairs of the neighboring republics. Even more aston- 
ishing was the fact that it was the so-called liberals who were 
demanding intervention. 

Non-intervention had been called by Jorge Castafieda, a fine 
scholar of the inter-American movement, “the greatest conquest 
of Pan Americanism. No other international principle has had 
such deep roots in our juridical conscience nor had greater impor- 
tance in the life of the continent.” ** It was universally recog- 
nized, in the words of the Milton Eisenhower Report, as “‘the 
real essence of the good-neighbor policy.” Yet, the loudest voice 
in the hemisphere—the articulate left—demanded intervention 
by the United States. 

“If you talk human dignity to Russia, why do you hesitate so 
much to talk human dignity to the Dominican Republic?” asked 
José Figueres, a former liberal president of Costa Rica. ‘‘I lament 
that the people of Latin America through a few Venezuelan 
zealots have spat upon a worthy person. But people cannot spit 
on a foreign policy which is what they meant to do. . . Only 
spitting is adequate to convey the feelings of the Venezuelan 
people when recently while men and women were bleeding to 
death in the streets of Caracas to free their loved ones from the 
torture chambers of the tyrants and robbers and murderers who 
easily grant oil concessions, U.S. newspapers were reassuring 
Americans that there was no reason for anxiety because U.S. 
investments were safe.” *” 

Romulo Betancourt, a former President of Venezuela, had 
protested that the Venezuelan people were “struggling almost 


25 “Foreign Loans and Politics in Latin America,” Foreign Affairs, 
January 1956. 

26“Pan Americanism and Regionalism: A Mexican View,” Interna- 
tional Organization, August 1956. 
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alone, supported by only liberal individuals and groups in other 
countries and by the discreet sympathy of a few democratic gov- 
ernments. The latter unfortunately do not include those govern- 
ments which are exhorting the free world to struggle against 
Soviet totalitarianism.” ** The reference was unmistakable. 

In Buenos Aires, in 1956 Mr. Alberto Gainza Paz noted that 
“it is obvious that those who had the greatest responsibility in 
conducting the international policy of the United States during 
the last years now refuse to appear as supporters of a close and 
cordial friendship with the overthrown Argentine dictatorship. 
This delayed eagerness in stating their position is significant. 
Why, when the dictator was in power, was nothing of this sort 
ever said? The pretense of international indifference has become 
the worst kind of intervention.” A spokesman for the Christian 
Democrats in Argentina protested that the U.S. policy of non- 
intervention “weighs upon American states when they are armed 
to defend themselves from Communist aggression . . . Equal 
treatment implies a certain form of intervention by permitting 
dictatorships to prevent self-determination in their countries.” *° 

‘A large body of democratic public opinion in Latin America,” 
wrote Serafino Romualdi, AFL representative in Latin America 
whose knowledge of the Latin American field has perhaps no 
equal in the United States, “particularly among political, intel- 
lectual and trade-union elements, has expressed its bewilderment 
at Washington’s ability to ignore the total suppression of civil 
liberties and human rights in so many Latin American coun- 
tries, while attempting at the same time to arouse world support 
for our crusade against the Communist regimes behind the Iron 
and Bamboo curtains.” *° 

“Latin American democrats,” remarked Robert J. Alexander, 
the nation’s best academic man on the Latin American labor 
movement, “feel that they have found little sympathy in recent 
years for their protests against their oppressors.” ** 


27 Time, June 23, p. 35. 

28““Oil and Terror in Venezuela,” The New Leader, December 27, 
1954, p. 23. 

29 From a 1,600-word letter to La Prensa by Luis Alberto Tulasne, 
summarized by the UP for U. S. subscribers. 
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In Buenos Aires, the brother of President Frondizi declared 
that “‘the chief cause of antagonism against the United States 
is the attitude of the United States toward the dictatorships. The 
U.S. should discourage dictatorships.” This, in Argentina whose 
old-time aspirations for leadership of the hemisphere (long since 
evaporated with the decay of the economy and the demonstration 
of inability to govern itself) had relied so much on propagating 
fears of intervention by the Colossus of the North. The Argen- 
tines apparently saw nothing inconsistent in their new government 
welcoming the most warmly precisely those North Americans 
who had been most closely associated with the embracing of 
Perén. In the “new’’ Argentina, the closer the associations with 
the U.S. policy of indirect intervention to help Perén (as it has 
sometimes been called), the friendlier the reception by the Fron- 
dizi regime. Coupling this fact with the memory of the state- 
ment credited to the provisional vice-president before the election 
(namely, that “if the people vote for a regime tainted with 
Perénism, the election will be declared invalid’’), little support 
can be found to support the notion that the U. S. should intervene 
in Latin America to bring democracy to the natives. The State 
Department had frequently been accused during the Eisenhower 
Administration of ‘‘going slumming for allies’ when it was show- 
ing friendship for the Perén regime. But the Argentine admin- 
istration itself seemed in 1958 to be spending even more of its 
time slumming for questionable “allies” within Argentina. 

In Lima in 1956, La Prensa published an analysis emphasizing 
that “the government of the United States which is elected by 
the people cannot casually support governments in South America 
which are the usurpers of the will of ‘the people . . . The United 
States has definite moral duties toward us.” 

From Rio in 1958 the correspondent of the London Times 
reported that a souring grievance of the South Americans is that 
“the United States in particular continues to coddle ruling élites 
and totalitarian régimes. The fact that the United States has 


80"*A U.S. Policy for the Hemisphere,” The New Leader, Decem- 
ber 27, 1954. 

31‘“‘Communism South of the Border,’ The New Leader, Decem- 
ber 27, 1954. 
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given shelter to deposed South American dictators has not helped 
to clear the air.” ** The Latins recognized the principle of polit- 
ical asylum as an inherent and much-cherished attribute of a free 
country. Yet they essentially expected that the U.S. would 
punish their wrong-doers for them, even though they themselves 
had permitted the dictators to emerge from the countries un- 
scathed. Whose responsibility was it that a Perén or a Perez 
Jimenez, was allowed to leave without charges being brought 
against them? Whose was the policeman’s role? 

Sometimes it seems that the old and beautifully appropriate 
Latin American proverb ‘“‘God is good. He gave us the night in 
which to sleep and the day in which to rest” is being perverted 
to a new form: “God is good. He gave us the night in which to 
sleep and the day in which to blame the United States.” The 
change is no credit to the Latin American “liberal.” It is part 
of the illness of self-pity and desire to escape responsibility which 
so retards political and economic progress in the Americas. 

Castafieda writes that “it cannot be denied that one of the most 
important reasons for the perpetuation of dictatorial regimes in 
America is the decided moral and material support which they 
have been given historically by the United States. But he goes 
on to comment that “although a considerable sector of the coun- 
try’s public opinion is openly antagonistic to Latin American 
dictatorships, the Mexican government has maintained a con- 
sistent anti-interventionist policy, even though it serves equally 
to cover up and protect the dictatorial regimes. The least change 
of position would ultimately help not the progress of democracy, 
but probably the establishment of new dictatorships.”** (Italics 
ours). 

Yet, the United States is blamed for not intervening. Since 
in Mexico three men meeting a year in advance of elections 
choose the new President and the election is almost as bad a farce 
as those of the dictatorships, since Perén probably had more 
genuine popular support deriving from independent decision of 
the voters than have had the last three or four Mexican presi- 
dents, it would clearly be unwise for the Mexicans to urge the 


82 June 19, 1958, p. 11. 
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United States to shift from non-intervention to intervention. The 
consequences would be frightful. 

The writer calls, if he may be pardoned an historical footnote, 

being asked in the early 1940s to sit in at a meeting at which 

a Texas Congressman argued that some money should be forth- 

coming from some unidentifiable government fund which could 

be used to help the “opposition” candidate in Mexico in what 

was otherwise to be a farcical election. He suggested that if 

this government is interested in democratic elections, surely it 

was proper to help provide an active choice for the Mexican 


people. Representatives of the Executive Branch (the State 
1 Department was not represented since this was a meeting intended 
) to shake the Hull-Welles insistence on non-intervention) lost no 
e time in stamping out any thought in the Congressman’s mind that 
t this government would ever intervene again in Mexico. That 
h was the last heard of the proposition. Mexico ‘‘elected’”’ the 
President-select. 
t Castafieda points out that for Mexico to shift to an interven- 
n tionist policy would ‘weaken a position of principle which will 
y continue to be, perhaps for many years to come, the best safe- 
25 guard of its political independence.” 
n- Admittedly, not all the friends of non-intervention have con- 
in tributed strength to the doctrine by their espousal of it. For 
n- instance, during the Rojas Pinilla regime, Colombia’s spokesman 
ly in the United States, disturbed by the New York Times campaign 
ge to have the State Department intervene in every local situation 
“Y, which displeased the New York Times, insisted that “this prin- 
ics ciple of non-intervention has always been and continues to be 
for the states of Latin America the very basis of the continental 
ce system . . . Inter-American solidarity began its development and 
ns evolution only after the United States had accepted the principle 
rce of non-intervention. Latin American states had always rejected 
ore with vigor and impressive unanimity the intervention of any 
of state in the internal affairs of another . . . Rojas Pinilla has 
osi- been a loyal, sincere and faithful friend of the United States, a 
the | leader of pro-American policy, and a strong promoter of conti- 


83 Op. cit., p. 384. 
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nental solidarity. In the excitement of their internal political 
battles Colombians may forget such things. But in my opinion 
North Americans should certainly never forget nor even mini- 
mize them for reasons deriving from Colombian domestic 
policies.” ** 

Again, during the Perez Jimenez regime, that government took 
the pledge time and again with a resounding ‘‘Venezuela is 
adhering to its traditional policy of non-intervention in the 
internal affairs of other countries.” * 

And of course Perén was tireless in his reaffirmation of “‘devo- 
tion to the purposes and principles that led to the creation of 
the United Nations,” as long as it did not require implementa- 
tion. ““These principles have been proclaimed unceasingly by 
General Perdén,” said the Argentine delegate to the United 
Nations ceremonies at San Francisco in 1955. ‘On many occa- 
sions he has said that international peace and harmony can only 
be achieved in the community of nations through respect for 
all and every nation, and particularly for their inalienable right 
to political sovereignty.” *° 


Non-Intervention. The U.S. answer to the demand for inter- 
vention, which is heard increasingly from Latin American lib- 
erals, is unlikely to satisfy them, any more than is the suggestion 
that they resort to self-help to complement U. S. assistance on 
economic problems, or any more than is the suggestion that if 
their bluff is called on competitive aid in the auction which they 
propose to hold for their minds and hearts, they may actually lose 
their freedoms rather than win by the surrender to Russia. 

The U.S. answer is a complicated one. (1) The fundamental 
interpretation of non-intervention, namely, that it requires a cold 
but correct attitude toward the dictatorships, does not go far 
enough to satisfy the Latin American liberal who wants the 
dictatorships to be overthrown by U.S. action. Yet, it is essen- 
tially as far as this country can go. 

It is essentially what Governor Luis Mufioz Marin has in 


34 Letter to New York Times, September 26, 1955. 
35 Letter to New York Times, January 18, 1955. 
86 New York Times, June 24, 1955. 
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mind when he sets as the objective of policy that this country 
“exercise her liberty to determine and demonstrate which are 
the neighbors for which it feels enthusiasm and which are those 
subject to a minimum of cordiality.” 

It is essentially what Serafino Romualdi had in mind when he 
says “this does not mean that we should advocate the establish- 
ment of a diplomatic boycott of these dictatorial regimes or 
refuse to deal with them on matters affecting our hemisphere 
defense. The (world) situation bad as it is today must not be 
further complicated by ignoring the stark and painful realities 
of today’s international relations, especially in the face of the 
greater threat of world communism . . . But surely we do not 
have to go out of our way to honor and reward the Latin Amer- 
ican dictators every time they perform an act which happens 
to coincide with the momentary exigencies of our foreign 
policy.” *” 

It is essentially what Spruille Braden established as U. S. policy 
when he was Assistant Secretary of State: ‘that we have a greater 
desire for friendship and cooperation with those constitutional 
and representative governments that are freely and periodically 
elected with the consent of the governed.” Or as a successor 
to Mr. Braden put it: “While we are not in a position to inter- 
vene in the internal developments of the countries of Latin Amer- 
ica, we are in a position to feel—and we do feel—satisfaction 
and pleasure when the people of any country determinedly choose 
the road to democracy and freedom.” 

Yet, the Latin American liberal, frustrated in his ability to 
overthrow the prevailing government, will continue to protest 
that this U.S. policy simply fails to meet his needs. 

(2) The frank admission that during the Eisenhower Admin- 
istration this country failed to implement the basic interpretation 
of non-intervention (the cold but correct attitude as against the 
warmer sympathy for more satisfactory governments) and instead 
went out of its way to extend flashy demonstrations of good-will 
for the dictators is likely to be met with extravagant claims by the 
Latin American liberal that that is precisely what kept the dic- 
tatorships in power. 


8 Op. cit., p. 4. 
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This is simply not true. And some of the actions that have 
followed the decline of some of the dictators makes one question 
the integrity of some liberals who were so free with their criticism 
of the United States. 

Admittedly, during the Eisenhower years, “personal realism” 
and political realism combined to weaken the integrity of the 
U.S. position. In personal terms, it was a period when Wash- 
ington was invaded by officials, some of whom were too mindful 
of their post-Washington plans and functioned accordingly with 
an eye to their personal future. Some were sufficiently cynical 
to reason that friendship with the dictators would be helpful 
if they survived, while such friendship in the event the dictators 
were overthrown was unlikely to be harmful since the articulate 
opponents of the dictators would lack the capacity to follow 
through. And in political terms, it was a period when Wash- 
ington was preoccupied with the larger challenge of the “aggres- 
sive intent of international communism” and was inclined to 
welcome strong support points whatever might be their other 
unfavorable characteristics, much as a nation at war welcomes 
anybody who will point a gun toward the enemy. 

It was certainly no part of the policy which Braden had enun- 
ciated (and which the Department of State belatedly reiterated 
when the folly of its ways had been polished in spit) to give 
medals to dictators like Perez Jimenez, to withdraw an American 
Ambassador from his post because he dared sit through a ban- 
quet at which some criticism of the nation’s dictator was voiced, 
to send down the President’s brother to embrace the Argentine 
dictator, to discriminate in economic assistance against democratic 
Brazil in favor of some of the deadliest and unfriendliest dic- 
tators, to proclaim publicly the ‘common aims” of the Trujillo 
regime and the United States, or to term the Venezuelan dictator- 
ship “a model government for the Americas.” 

Of course it was true, as Dr. Alberto Gainza Paz reminded 
us, that “Latin Americans who formerly admired this country 
were chagrined by Dr. Eisenhower's published praise of military 
dictators like General Marcos Perez Jimenez of Venezuela and 
General Manuel Odria of Peru, and by published photographs 
of Vice-President Nixon with his arms around the dictators Anas- 
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tacio Somoza of Nicaragua and Rafael Trujillo of the Dominican 
Republic. And what do you suppose we Argentines thought 
when Assistant Secretary of State Holland called Perén ‘a great 
Argentine and a great American’ ?” ** 

A perfectionist might a few years later have asked Mr. Gainza 
Paz “what do you suppose we Americans thought when the same 
Mr. Holland was reported to be in the Plate as the specially 
invited guest of the democratic President-elect at the inaugura- 
tion, was being honored at special lunches by the governor of 
the province of Buenos Aires, and was negotiating actively in 
a warm friendly climate?’ (Holland was no longer a U.S. 
official). 

But that is not the issue. What is clear is that implementation 
of the non-intervention principle, limited as it is to maintenance 
of a cold but correct attitude toward the dictator, is at best periph- 
eral in the central task of a dictator to stay in power or of the 
liberal to overthrow him. This country can avoid floating irri- 
tations such as public embraces of the dictators through the 
inter-American community, but it cannot be expected, what- 
ever Latin America’s criticism, that we will intervene to overthrow 
governments in Latin America unless they represent by their 
association with external aggressors a threat to the security of 
the United States. As Nelson Rockefeller has said: ‘If we as 
a big nation go in for political intervention in Latin America, 
we simply strengthen the dictators. Because of the patriotism 
of the people, they react by preferring the local dictators to 
being pushed around by a powerful country . . . I do not see 
how the United States can go around the hemisphere supporting 
military revolutionary forces without terrifying every nation in 
the Americas. Certainly it appeals to our natural instincts to 
want to help overthrow a dictatorship. But it would lead to 
tremendous anti-American repercussions and resentments within 
the countries themselves . . . There is no short cut to democ- 
racy.” *° 

(3) It is a matter of pride to Americans that “‘only in this 
hemisphere has a great power formally forsworn intervention.” *° 


*8Samuel Guy Inman, “The Rise and Fall of the Good Neighbor 
Policy,” Current History, April 1957, p. 196. 
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But it is important to note that as it refers to aggression or pene- 
tration by powers outside the inter-American system, the United 
States has stated that “non-intervention can only be a reality as 
long as an adequate collective system of security is available to 
all states.” ** That is to say, if the inter-American system failed 
to secure for the Americas the degree of security deemed essen- 
tial for the hemisphere by the United States, unilateral action 
by the United States would occur. While such open action was 
fortunately avoided in the historic intervention in Guatemala 
to overthrow the deepest communist penetration to date in this 
hemisphere, it is nevertheless a part of the U.S. position. Some 
of the Latin American liberals who so noisily demand U. S. action 
to overthrow home-grown dictators would probably scream bit- 
terly if the U.S. challenged a Russian threat directly, but it is 
well for the U.S. position to be known. 

(4) What has been called the “nostalgic courtship of the 
democratic ideal’’ (the inaccessible beauty behind an ornamental 
grille) which the Latin Americans never cease to carry on does 
not involve a concept which can be defined with sufficient preci- 
sion to provide a guide for “proper” or ‘“‘good”’ intervention. 

Secretary of State Dulles has correctly said that “if we tried 
to deal with those Governments on the basis of our appraisal 
as to whether they were a good government or a bad government, 
a dictatorial or not a dictatorial government, we would, I am 
afraid, find ourselves deeply enmeshed in their internal affairs . . . 
You can talk about dictators and non-dictators, but it isn’t quite 
as easy to classify on that basis. There are quasi-dictators and 
almost-dictators and ‘dictators of the proletariat’ and all sorts 
of gradations. If you begin to grade, that would get us involved 
in an intolerable situation . . . Any formula whereby we try to 
apply a sort of slide rule to their governments would in fact be 
an interference in their internal affairs.” * 

A prominent Latin American, Alberto Lleras Camargo, Presi- 
dent of Colombia, has made the same point in answer to the 


39 Interview with Mike Wallace. 

40 John C. Dreier, “Organizing Security in the Americas,” Department 
of State Bulletin, May 31, 1954. 
"1 [bid. 
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Betancourt proposal that the American republics exclude from 
the Organization of American States governments which did 
not come to power by exercise of free suffrage. Lleras Camargo 
replied that the organization would collapse the first time they 
tried to determine the qualifying governments. “It would require 
presentation of proofs and concrete facts which would involve 
an inspection of each government with respect to its internal 
policy.” ** 

Even so independent-minded an American liberal as Adolf A. 
Berle, formerly Assistant Secretary of State, wanders through a 
tangle of comment on intervention only to end up with pretty 
much the Braden conclusion that the best we can hope for is 
a cool but correct attitude toward the dictators and a “greater 
desire for friendship’ with democratic regimes. Berle asserts 
that “in the Organization of American States there is a conti- 
nental politics in which every diplomat is engaged by hypothesis. 
Intervention is barred; not a soldier may be moved, no economic 
reprisals can be made; either would be bitterly resented by every- 
one. On the other hand, failure or refusal to interpret ideas, 
even giving then application to specific situations, is no less 
resented.” At times he seems to go beyond the defined limits 
of the non-intervention principle, as for instance when he says 
that “the Department of State which is well informed on Latin 
American affairs has to determine when the time has come to 
state without the slightest hint of compulsion the American 
view on the local political situation.” He considers refusing 
any judgment at all to be pure Quixotism. But when he sug- 
gests as a criterion for U.S. assistance whether “it tends to make 
for a better developed and developing people or merely tends to 
buy the favor of a local tyranny,” he is not helping his argu- 
ment, for it is conceivable that even more assistance might have 
accrued to some of the dictatorships and less to some of the 
“democracies” under this criterion. Berle asserts that ‘“‘actually 
we treated a Perén with as much if not more generosity to buy 
off his insults than we offered local governments struggling to 


*? Press Conference May 20, 1958, as reported in New York Times 
May 21, 1958. 


*S Vision, May 23, 1958, p. 12. 
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give welfare and freedom to their people.” ** Berle is concerned 
that our “inability to take sides” has produced the impression 
that we do not care. But there is no indication that we could 
meet the central demand of the Latin American liberal—that 
the U.S. restore democratic government where it has yielded 
to dictatorship—without an involvement which would bring down 
on the U.S. the resentment of even those who demand that we 
take such action. 

Conclusion. Fault-finding is easy in any appraisal of foreign 
policy in any country at any time. In the case of the good- 
neighbor policy in the 1950s, however, a distinction must be made 
between the failures of the United States and those of Latin 
America. For the United States, there was a failure of opera- 
tional technique in implementing policies that were essentially 
sound and that dated from the more effective period of the 
good-neighbor policy. For Latin America, the failure consisted 
in enunciation of policies that were themselves so unsatisfactory 
that no measure of operational competence could possibly have 
converted them into successful foreign policy. 

For the United States, the primary task in the political sphere 
was to dispel the notion that American sympathies lie with the 
reactionary elements in Latin America. The primary task in 
the economic sphere was to give substance to the American inter- 
est in maximum acceleration of economic progress in the Amer- 
icas by devising a technique of developmental financing that 
would serve as a catalytic agent for the fuller mobilization of 
its resources by Latin America itself. The primary task in the 
sphere of international organization was to translate the Latin 


44 Adolf A. Berle, Jr., Tides of Crisis: A Primer of Foreign Relations 
(Reynal & Company, New York, 1957), pp. 85-86, 309. Berle remarks 
that “‘relations can be temporarily pleasant and even cooperative with a 
dictatorship. In fact, a sane Latin American dictator will cooperate to 
the fullest extent with the U. S. Government in international and military 
matters—provided the U.S. does not interrupt his internal policy of 
seeking and maintaining power . . . Their (the dictators’) case is that 
they gave public order to countries where public order is easily inter- 
rupted. There is something in the argument. But it is bought at the 
price of intervals of grave disorder. A still greater price is the strangu- 
lation of the abilities of their people to develop higher standards of 
political capacity and conduct.” 
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American people’s basic interest in the values of a free society 
into effective support for the free nations in their struggle 
against communism. 

The United States failed on all three counts. The failure was 
recognized long before Latin America sealed it with spit during 
the Nixon visit. The literature on the failure is a growing one. 
And operational incompetence is the chief characteristic that one 
finds in the literature, as for example, in the articles published 
on “The End of the Good-Neighbor Policy,” ‘The Good-Partner 
Policy,” and “Developmental Financing for Latin America.” * 
The Eisenhower Administration had the right words, but it 
simply could not play the music. Mr. Dulles had started off on 
the right foot when he told the Congress that “you have got 
the machinery but the spirit is the thing that counts.” ** And 
the spirit which had inspired the success of the first phase of 
the good-neighbor policy was precisely what was lacking during 
the Eisenhower years. This was essentially a self-serving regime 
where officials in every agency concerned with policy were exces- 
sively concerned with the impact of policy on their personal lives 
and fortunes. There was an essential disrespect for the Latin 
Americans which was totally out of place in a community of 
equals and which was demonstrated in the repeated dishonesty 
with which the Administration avoided the central issues of 
developmental financing, for example. And there was a basic 
stupidity, which in the case of implementation of a policy on 
the dictators which had long ago been universally accepted 
resulted in a dismal failure in the central task of dispelling the 
myth that our sympathies lie with the reactionary forces of 
Latin America. 

“Any fool can see what we want to do,” an Assistant Secretary 
of State for Latin America had cried out early in the regime.“ 
By 1958, any fool could see how badly we had failed.** 

But in a sense the Latin American failure has been even 
greater, because it involves the decisions on basic policy rather 
than operational failures which can perhaps be corrected by 


*© Vol. 7, No. 2; Vol. 10, No. 2; Vol. XI, No. 4 of this journal. 


“* Hearings before the Committee on Foreign Relations, Senate, on the 
nomination of John Foster Dulles, January 15, 1953, p. 4. 
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changes in personnel. If Latin American foreign policy has any 
content at all, it must be directed at strengthening domestic efforts 
to promote representative democracy, at strengthening domestic 
efforts to speed realization of the economic potential by hastening 
the social reforms of which Bishop Larrain wrote so wisely, at 
strengthening domestic efforts to protect the nations from en- 
croachment upon their freedoms by communism. 

In demanding from the United States a short-cut to democracy, 
their foreign policy only delays the achievement, for there is 
no external solution to this problem, and the demand only, and 
perhaps purposely, diverts attention from what needs to be done 
by themselves. 

In demanding from the United States a short-cut to a higher 
standard of living by a desperate resort to mendicancy and by 
presentation of the demand as a “right,” they may well find that 
their preoccupation with this external assistance has actually 
slowed rather than accelerated their economic progress since it 
serves to delay the social reforms at home which alone promise 
a sound approach to economic progress. 

In demanding a short-cut to economic and political independ- 
ence by threatening to seek competitive bids for their hearts and 
minds, they may find that they have actually surrendered the 


very freedoms which are the foundation of the better life they 


seek, 


47 Address by Hon. John M. Cabot, March 17, 1953. 

48 Perhaps this is too broad a statement. The State Department testi- 
fied during the House Hearings on Mutual Security on June 16, 1958 
that “we do not feel for a minute that the Vice-President’s trip has 
brought forth any indication that there is a widespread feeling of resent- 
ment on the part of the Latin American countries against us.” And 
shortly before Ibafiez cancelled his trip to Washington resentfully, Dulles 
had celebrated the opening of Pan American Week with the Coueism 
that never before has a group of nations ‘enjoyed so high a measure of 
fellowship and harmony as the American republics.” 
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Coffee Stabilization and 
Development Issues 


By Virgil Salera* 


Coffee, a significant or major export commodity of two-thirds 
of the Latin American countries, probably succumbs to marked 
price fluctuations with greater frequency than that of any other 
major product south of the Rio Grande. It is not surprising, 
therefore, that many attempts have been made—and even more 
ideas explored—to ‘‘stabilize’” coffee through intergovernmental 
arrangements. 

The Impact of Fluctuations. Thought and action concerning 
coffee stabilization are now on the increase. Intergovernmental 
activities and international private producer-group measures are 
expanding not only in terms of the number of international con- 
ferences * being called but also in the sheer volume of professional 
manpower which is being devoted to the finding of “solutions.” 
National and limited international interventionist action to with- 
hold supplies, either in main producing areas (usually with well- 
known inflationary consequences) or in U.S. consuming centers * 
has also been recorded of late—though supply-limiting actions 
at the producer level are of course not new. 

Marked downward price movements in major export products 
give rise to all of the short-term problems connected with dete- 
riorating terms of trade. They are serious problems, and deserve 
serious study in various quarters. We have had enough analyt- 


* The American University and the American Enterprise Association. 

1 It is interesting to note that late in 1957 virtually the entire economics 
secretariat of the Pan American Union spent weeks in Rio doing chores 
at a coffee conference that was not even held under the formal auspices 
of the OAS. I cite this not to reflect on the activities of PAU personnel 
and the PAU “high command,” but to throw light on some nuances of 
the ‘‘coffee problem.” 

2 This is dificult to document, but there are several important cases of 
short-term price behavior in recent years which strongly suggest the indi- 
cated action, especially during seasonal situations when some producer- 
groups of “‘milds’’ were in a position to limit deliveries to consuming 
countries. 
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ical and practical experience with international commodity agree- 
ments to know, however, that there are no easy solutions and 
that the woods are full of badly informed or naive “problem- 
solvers.” 

So much by way of introduction. In the last year or so coffee 
prices have been moving mainly downward, and at this writing 
futures quotations for Santos 4 are at about half of the peak— 
one is tempted to speak of the “‘astronomical’’—level of 90 cents 
which prevailed three years ago. Windfall gains, to be sure, 
were realized for a time when prices were very high. But there 
is small comfort to producing countries to be told that a “moving 
average” of recent annual price averages still leaves coffee fairly 
well off. A sharp decline is bound to leave many problems in 
its wake—foreign exchange and currency problems, domestic 
budgetary difficulties (especially when local “stabilization” 
schemes are tried), sharp readjustments in the tempo of develop- 
ment investment, to name a few of the leading ones.* 

What can be done besides following some old-fashioned ° 
stabilization recipes? Without attempting to catalog the possi- 
bilities, I might say that these still appear to consist mainly of 
policies (1) for husbanding a good part of the windfall gains 
for use as important supplements to current foreign exchange 
resources in periods of declining prices, and (2) to diversify ° 
rural economies, preferably in periods of marked current over- 
supply, such as to lessen dependence on coffee without materially 
lowering the real value of overall rural output. 


’ Not much was sold at such prices, so that at the time of writing the 
drop for most practical purposes has been of some 30-40 per cent. 

*It is common to argue that U.S. consumers “‘benefit at the expense 
of their neighbors” when what the latter sell decline in price. I do not 
so regard the matter and thus do not include such a consideration among 
the problems. Do producers “benefit” at U.S. expense when their 
products fetch higher prices? A moment's reflection on the role of prices 
in the never-ending adjustment process shows how arbitrary and even 
naive writers who parade such “benefit” notions can be. 

5 Neither good nor bad on such account, of course. 

® Several informal memoranda were submitted privately by the present 
writer to Brazilian, Costa Rican, Mexican and Salvadoran government 
representatives in Washington in 1956 in which it was suggested that, 
among other things, coffee stabilization might be linked with measures 
to diversify land use in the major coffee areas. The present writer still 
believes that the eventual “solution” will emerge from such adjustments 
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Brannanize Coffee? With all of the writing these days on one 
or another of the many facets of the “economic development 
problem,” ’ it is not surprising that coffee stabilization has also 
been given a development twist. The point of departure in the 
latest suggestion is a simple idea: some people who get addi- 
tional income, especially coffee producers, don’t know what is 
best for their underdeveloped country because they spend too 
much on consumption, particularly when this is related mar- 
ginally to income. A commodity agreement of the traditional 
type, to the extent that it is successful, merely increases incomes 
of people with too high a propensity to consume. It is necessary, 
therefore, to devise arrangements—‘‘of course,” these must not 
interfere ‘‘unduly’” with the market mechanism—which yield 
the economy a “normal” price but in such a way that develop- 
ment investment is maximized. How may this be done? The 
main consuming country might make grants or ‘‘loans” repayable 
in local currency to the government of the coffee-producing na- 
tions roughly equal to the difference between the pre-agreement 
price of coffee (which would not itself be raised, or, more accu- 
rately, be directly subject to the scheme) and “some more normal 
level,” for as long as the countries were “suffering from an ab- 
normal shrinkage of export proceeds and in amounts related to 
this shrinkage.” 

This, in substance, is the proposal which was made recently 
by Professor H. C. Wallich in a letter to a newspaper editor.* 
At what is claimed to be no increase in real cost to the American 
economy (as compared with a price-lifting commodity agreement 
of the conventional sort), we could. at once stop benefiting at 
the expense of our neighbors® and make a maximum contribu- 
tion of resources (within the given real cost to the U. S. economy) 
for Latin American development. Moreover, according to Wal- 
lich, ‘we would avoid the many difficulties that beset commodity- 


rather than from government-designed and operated commodity cartels 


in which, among other things, consumers are given a glorified but token 
representation (and then through essentially diplomatic channels, with 
all that is implied therewith). 

” Without belittling what is after all the ancient subject of develop- 
ment issues, has not the economics profession—particularly the Amer- 
ican—gone overboard for developmental proposals to an extent that is 
characteristic of a ‘‘fad’’? 
® New York Times, May 6, 1958. 
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stabilization schemes—the accumulation of surpluses, disputes 
over prices and the need for long-term commitments.” He also 
adds that his scheme would further help Latin America by avoid- 
ing a price increase, which “might induce other sources of 
supply to expand—African coffee producers, for instance.” * 
The U.S. would benefit from his scheme, he thinks, partly be- 
cause his arrangement would make Latin America “less receptive 
to the blandishments now being put forward by Russia.” 
Professor Wallich’s proposal is interesting in many respects, 
not the least because he is an exponent of “modern conservative” 
economics at Yale. But how much of his suggestion will really 
withstand critical scrutiny?** I will argue that Wallich may 
have set off a fusion of hopes in some quarters of Latin America 
(and international agencies dealing with the region which eagerly 
seize upon every straw in the wind) and fears in Africa, but 
only at the expense of a fall-out of questionable propositions. 
At the outset, however, I am happy to concede his point respect- 
ing the relative availability of resources for development as be- 
tween an increment of foreign exchange earned in the market 
and a like quantity of direct grants*’ from the United States 


Treasury.** 
On the critical side,** my first observation concerns a basic 


matter. Wallich’s suggestion is one more of a long series of 


® This is my phrasing, not Wallich’s, though I believe it reflects the 
tenor of his remarks. 

10 find nothing in Wallich’s communication which suggests that he 
would apply his scheme to non-hemisphere producing nations, though 
there is nothing of course that would prevent such an application as far 
as the technical issues are concerned. 

11Mr. Raymond M. Gooding’s letter to the editor in reply to Wal- 
lich, disposes of some of the latter’s argument. New York Times, 
May 12, 1958. 

12 Provided that a coffee grant program financed by the already well- 
pressed U.S. taxpayer would not » used by the governments to pursue 
“development programs” which adversely affected long-range business 
expectations in Latin America. 

18 Dollar loans to the less-developed countries legally ‘“‘repayable’’ in 
local currencies I regard as only thinly disguised grants. It is about time 
our economists quit kidding our taxpayers by using the sugar-coating ter- 
minology of “loans’’ in such cases. 

With respect to the local currency held by our Treasury, note Senator 
Monroney’s significant remark that “we have it running out of our ears 
already.” International Development Association, Hearings before a Sub- 
committee of the Senate Banking and Currency Committee, March 1958, 
p- 167. , 
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proposals that involve either by-passing or markedly interfering 
with the market. Admittedly, his scheme would not call for 
direct interference with the market price of coffee. But it would 
involve an extra-market payment which producers and their many 
spokesmen are bound to treat, at least politically, as something 
which is a close cousin to the price which their economy has 
received for output which they produced. This is readily seen 
if, not unreasonably, we suppose that the Latin producers regard 
the combined “Brannan” transfer plus market price, that is, the 
aggregate U.S. payment per unit of their output, as a kind of 
“parity” price. 

Next, consider the foregoing in connection with Professor 
Wallich’s mere assertion that his proposal would, if implemented, 
“avoid” what he calls ‘disputes over prices.” This is dubious 
in the extreme, even if considered within the framework of some 
(calculated) shrinkage of export proceeds as a limiting factor 
(which I would regard as a very elastic limit at best). Unless 
we are to shut our eyes to all relevant experience (to say nothing 
of closing our minds to the play of relevant analysis), we can 
be reasonably sure that both the producing governments and 
the producer-groups themselves will very definitely plead with 
the United States—both at the level of bilateral diplomacy and 
at that of the international organizations *—in terms of price 
as the single most important consideration. The governments 
will do it because Professor Wallich’s vague but critical “shrink- 
age” is the simple product of quantity and price dimensions (real 
or imaginary, but most likely the latter). Producers will do it 
because they are not going to be satisfied with a “low’’ price as 
their share of the U.S. payment per unit of coffee when they 
can assert themselves within their own political system to do 
better—and their record in this regard is no mean one. (A “low” 
price is obviously the only one which can serve as a basis of 
action if there is to be any chance of a Wallich-type scheme 
winning acceptance with the Congress). Thus, rather than avoid 
disputes over prices, Wallich’s scheme bids fair to maximize 
them! And it is likely to do so within a framework that also 
maximizes political bickering while minimizing the play of objec- 
tive economic considerations—of which combination we already 

14 Throughout, I shall not be critical of matters whihc Wallich could 


not be expected to deal with within the scope of a letter. 
15 Recall the comment on the Pan American Union in footnote 1 above. 
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have far too much, as may be observed only too clearly in the 
area of foreign aid. 

Let us move on to Professor Wallich’s second claim, namely, 
that his scheme would avoid the accumulation of surpluses. Pre- 
sumably he has reference to “buffer” stock-type accumulations 
by the producing countries. But if our foregoing comments 
carry any implications at all, surely they are of the kind that are 
abundantly revealed in the history of cartel debacles: individual 
producers will fight for a share of total proceeds in terms of the 
size of their own output. This tendency alone almost assures 
that surpluses will continue and even grow. The point is re- 
inforced when it is borne in mind that there will be skirmishes 
over national shares of a given global sales total, especially on 
the part of countries which are in the ascendancy as producers. 
Mexico looms large in the connection; and I submit that the 
Mexican case provides food for thought as she would probably 
prove to be a thorn in the side of other producers of ‘“‘milds” 
even if “low” prices should prevail for some time. 

Professor Wallich also claims that his scheme would enable 
the American states to avoid long-term commitments. This, I 
take it, refers to international commitments, but mainly those 
which the United States—as the main buyer—would be under 
pressure to accept in the alternative case of a commodity agree- 
ment. Wallich could not be expected to do justice to this matter 
in the space at his disposal. I shall therefore briefly remark that 
the United States will probably find itself placed in a position 
in which the “workings” of a Wallich-type arrangement might 
well dictate that the U.S. accept the “stabilization” (a freeze 
for a period of years) of an existing (and unsatisfactory) sub- 
sidy arrangement as the price of avoiding an even worse producer 
proposal. 

Just as serious as the foregoing are the implied new hemisphere 
preferences. There is no reason why his idea could not be ex- 
tended to Africa, but he appears to want the U. S. to favor only 
Latin American coffee countries. I will be brief and confine 
myself to one query: Is it in the United States national interest 
to discriminate against poorer Africa? 

Professor Wallich also feels that his scheme could be ter- 
minated after export proceeds had recovered from their ‘‘abnor- 
mal shrinkage.” Can an American economist, who has seen 
domestic agricultural prices soar above parity without any marked 
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diminution in farm interest in and enthusiasm for high rigid 
supports, really believe that Latin American producer govern- 
ments would ever admit that prevailing export proceeds from 
coffee had attained a “normal” level, unless such be the equiva- 
lent in relative terms of the 90 cents for Santos 4 which prevailed 
just a few years ago? 

Finally, what about serious bickering among key members of 
the “cartel”? Does Professor Wallich think that Colombia is 
likely to accept Brazil’s idea (or vice versa) of a sharing of 
gains, given the “sad” experience to date of the relations between 
these two nations whenever extra-market arrangements for coffee 
have been involved? And does he think that Mexico would 
long acquiesce in Colombia’s idea about the relative share of the 
various producers of “‘milds” ? 

Implications for Other Commodities and Other Areas. Once 
a “Brannan” plan for coffee had won U. S. acceptance, how long 
would it be before the pressure would really be applied for simi- 
lar action in behalf of cocoa, copper, lead, zinc, tin, sugar, 
and cotton? 

Similarly, once a Wallich-type program had become a going 
concern in the Americas, how long would it be before other 
areas of the world (and of course still more commodities) would 
have to be treated in equivalent fashion? One shudders to con- 
template the consequences of a proliferation of bad and very 
costly measures once the process is started. 

The Upshot. The history of cartel failures, and America’s 
experience with the unsuccessful International Wheat Agree- 
ment—to mention but a pair of relevant considerations—should 
have taught economists the folly of moving in where many in- 
formed people fear to tread. But the lesson apparently has not 
been learned well even at this late date. At the risk of appearing 
to labor the elementary, however, I must say that whether we 
like it or not attempts to circumvent the market are self-defeat- 
ing—and they create more headaches and costs than they avoid. 

I will add, as something of a postscript, that this episode sug- 
gests that our justifiable interest in Latin American economic 
development gives evidence of becoming a very questionable 
basis for prescribing all manner of “cures” before members of 
our discipline inform themselves either about the history of the 
patient or his current condition—or really make sure that their 
ptescription is not unsafely toxic. 








Communications 


On Salera’s “Venezuelan Oil: Facts, Fancies 
and Misinterpretations” 


By Ednin Lieunen+ 


In all fairness to your enlightened readers, I feel that Virgil 
Salera’s article entitled ““Venezuelan Oil: Facts, Fancies and Mis- 
interpretations,” Inter-American Economic Affairs, Spring, 1958, 
pp. 37-48, deserves a few comments. 

You will note that in this article the author arrogates to him- 
self the role of exclusive purveyor of the “facts” about Venez- 
uelan oil, and relegates to the category of fanciers and misin- 
terpreters all who have the audacity to tread upon a field he 
apparently is determined to preempt for himself. The list of the 
damned already includes, besides myself (p. 37-42), Fred Rippy 
(p. 38), Robert Alexander (p. 38, 48-49), P. A. Baran (p. 44), 
Romulo Betancourt (p. 38, 46-48), the University of California 
Press (p. 41), American Economic Review (p. 44-45), and 
Inter-American Economic Affairs (p. 38). May I say I am 
pleased to be a member of such a distinguished company. 

I have no objection to Mr. Salera’s somewhat immodest efforts 
to establish himself as the authority on Venezuelan oil, but I 
submit that the methods he used are not ethical. In the name 
of “science” he has accused me of neglecting to say certain things 
which I, in fact, either implied or specifically said. A more 
careful, less emotional, reading of my work would have kept 
Mr. Salera from making such gross errors. 

On page 39, Mr. Salera, in effect, charges that I have con- 
demned the companies for using political pressure, for failing 
to combat political dictatorship, for not refining in Venezuela, 
and for refusing to offer Venezuela sufficiently generous royalties. 
All of these implications are in error, for in no case do I attempt 


* Department of History, The University of New Mexico. 
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to pass judgment on company methods. The “half-truths” Mr. 
Salera attributes to me are his own. 

His criticism that I am guilty of presenting only semi-facts 
(page 39) is even more irresponsible. Let us consider the gen- 
eral charge that “Lieuwen usually fails to make allowance for 
the very special circumstances of the Venezuela scene in the 
period up to about 1930.” Mr. Salera then goes on to list the 
things which he implies I should have included but did not: 

1. The general backwardness of the Venezuelan govern- 
ment and economy. (This general problem is discussed 
by me on pp. 8-17 and at various places in Chapters 
III andIV). 

2. The personalistic and corrupt nature of the government. 
(I have gone into this thoroughly on pp. 8-13, 16-17, 
20-23, 29-30, 34-38). 

3. Unsatisfactory presentation of the refining issue. (I 
leave this to the reader’s judgment. See pp. 17, 24, 28, 
48-49 of my book). 

4. Added costs of operating in undeveloped areas. (Mr. 
Salera admits I have recognized this problem “in a way,” 
but apparently not to his satisfaction). 

The above demonstrates, I believe, that a serious ethical and 
moral problem—something bordering on outright dishonesty— 
is involved here. 

The nadir of malicious criticism is reached on page 42, where 
he attributes an opinion and an interpretation to me which I 
clearly and unmistakably attributed to the Gémez opposition. 
(See page 29). It is grossly unfair to charge me with views 
which I did not express. 

Again, on page 43, Mr. Salera charges me with presenting 
the view that the companies were “‘quasi-accomplices” of the 
government in thwarting true and proper economic development. 
I am completely at a loss to discover where he has found this 
in my work. As to the “failures” in housing and agriculture, I 
must admit that Mr. Salera and myself differ markedly. It may 
be that my 1950 observation that “the populace continues to live 
in misery” needs some revision. However, Mr. Salera’s remarks 
about ‘tremendous housing developments” (p. 43) and “‘sub- 
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stantial Venezuelan farm surpluses” ought to be read along with 
respected New York Times reporter Tad Szulc’s March 28, 
1958, dispatch from Caracas, as follows: 
Of a population of 6,200,000, about 3,500,000 persons are 
eking out a bare living . . . The Provisional Government is 
starting an emergency housing program designed to help 
lift rural populations from their depressed conditions. 
A country rich in agricultural land, Venezuela does not 
produce enough rice to meet the demand. Meat and milk 
consumption and production are low. 

Mr. Salera might also brush up on his facts as well as his 
interpretations. He is apparently completely unaware that an 
effective 50-50 formula on company-government earnings did not 
occur under Medina in 1943 ((as he implied in FN 10 on page 
42), but rather that it was one of the major tax reforms inaugu- 
rated by the Accién Democratica government in 1946. (See my 
book, pp. 100 and 104). 

This represents a mere sampling of Mr. Salera’s questionable 
techniques. The remainder of his criticisms are equally malicious 
and unfair. I presume that Mr. Rippy and Mr. Alexander will 
likewise respond to Mr. Salera’s unwarranted attacks. 

Also, I wonder if it is quite proper for an independent and 
scholarly publication such as Inter-American Economic Affairs to 
allow interested parties to do special pleading on behalf of their 
employers. I wonder if Mr. Salera’s lopsided, pro-company stand 
(pp. 38-43) and his obvious praise for the economic policies of 
the recently deposed, and thoroughly discredited dictatorship 
(pp. 43-44) do not have something to do with his present posi- 
tion in the American Enterprise Association and his former 
employment by the Pérez Jiménez regime. 


Reply 
By Virgil Salera 


I shall comment on the points in the order in which they are 
discussed by Dr. Lieuwen. 

First, consider his comment that I charge him “‘in effect’’ with 
“condemning” the oil companies for the specific things set forth 
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on p. 39 of my paper and that he cannot be so charged because 
“in no case (did he) attempt to pass judgment on company 
methods.” (Italics supplied). Apart from the fact that I cited 
the pages in his book to document each of my general charges, 
the basic point involved is not one of intent but of the message 
which his writing could be expected to convey to the reasonable 
reader. Professor Rippy surely is one such reader who makes 
no claim to specialized knowledge of Venezuelan oil as far as 
Ican see. In view of the fact that Rippy cited the author's very 
strong words* (“under Gémez, the companies . . . made a farce 
out of the law when the occasion demanded”’) as a take-off on 
Venezuelan oil, I believe it is fair to say that he also probably 
inferred questions of method and perhaps much else from the 
language in question. I would argue further that readers who 
know far less than Professor Rippy about the general subject 
of government-industry relations in Latin America probably drew 
far more condemnatory inferences from the passage and the 
many others in the book like it. 

Second, consider the author's interpretation of my remarks 
regarding his handling of such matters as backwardness, political 
dictatorship, the refining issue, and royalties. My charge was 
not—as he alleges—that he failed to make any mention of the 
matters in question—I specifically emphasized that the sheer 
aggregate of documentation probably overimpressed the average 
reader—but that he did not make use of the data and relevant 
analysis in interpreting specified key oil company-government 
relations in the only way that is consistent with the basic economic 
facts of Venezuelan oil in the context of the world oil economy 
of which it was a part and for many years only a small part. 

Third, his comment on unspecified criticism (p. 42 of my 
paper), where I actually dealt with the author’s handling of the 
matter of royalties, is said to consist of the attribution to the 
author of a view held only by Gémez opposition. This is 
regarded by the author as the “nadir of malicious criticism.” 
Two elements are involved. One concerns the content of my 
remarks at this point. As the reader may see for himself, I cite 





*Which I also reproduced in my paper. 
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the author’s words concerning the specific views of the Gomez 
Opposition on the matter. The second, and more important, point 
has to do with the message conveyed by the author’s writing at 
this juncture. Page 29 of his book, to which he refers, deals 
in succession and in so many words with (1) “low royalties” 
(and related “‘low rentals,” “no drilling regulations,” etc.), (2) 
the fairness of royalties to the nation, and (3) the poor bargain- 
ing position of the government, which he says was forced to 
“give in.” In this context,’ I submit, the fairminded reader could 
only conclude that the author shared the cited views of Gémez’ 
opposition. This is almost inescapable, given especially the fact 
that the author makes no attempt to differ with or take exception 
to the cited views of the opposition. As I emphasized in my 
paper, however, it is precisely issues of the royalty type which 
required at least some economic analysis in the context of Venez- 
uela’s position in the world economy (as distinct from an almost 
mechanical recitation of recorded political facts). Such an analy- 
sis, as I specifically indicated, would have shown that “‘the spread 
between 714-10 and 1214 per cent does not establish even a 
prima facie case that the royalty in Venezuela was economically 
smaller than in the U.S.” (P. 42, footnote 9; italics in original). 

Fourth, it is revealing that the author has to rely on a young 
foreign correspondent, who covers the whole gamut of news 
in a number of Latin American countries and so cannot have 
anything more than a superficial knowledge of Venezuelan eco- 
nomic life (especially rural), in an attempt to refute or question 
my comment concerning recent improvements in Venezuelan 
agriculture * and particularly the emergence of farm surpluses. 
One would not realize, from the author's comments at this 
point, that I had (1) cited a recent paper in Inter-American 
Economic Affairs to substantiate the statement to which the 
author takes exception and (2) personal technical experience and 
detailed knowledge about the subject inasmuch as I had con- 


2 The tenor of the discussion of the Gémez role throughout the book 
strengthens the indicated interpretation of the writing at this point. 
8 It is interesting to note that the author now concedes that the sweeping 
indictment in his book (‘the populace continues [in the 1950s} to live 
in misery”) may be in need of “some revision.” 
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cerned myself—over time in the company of a number of dis- 
tinguished American economists—with the whole range of issues 
while an adviser for nearly two years in the Development Cor- 
poration and the Ministry of Agriculture. 

Finally, the reader will note yet another inaccuracy in the 
author's comment by comparing his statement with mine on the 
question of the origin of the 50-50 formula for sharing net 
income from oil. I had merely remarked, in a parenthetical 
statement in which I specifically assumed that the reader was 
conversant with the general subject, that “Venezuela (starting 
with the regime of Medina) pioneered the 50-50 formula.” 
(Italics supplied). The author, in an effort to “prove” that I 
was in error, twists this to read: “He is apparently completely 
unaware that an effective 50-50 formula on company-government 
earnings did not occur under Medina . . . but . . . was inaugu- 
rated . . . in 1946.” (Italis supplied). I should think that a 
statement in which there is specific reference merely to a policy’s 
beginning would not be confused, especially by a professional 
historian, with the stage in which it was made effective.‘ 


*Even some of our most respected scholars are forced into error, 
chiefly because of the poor quality of too many of our empirical studies, 
when citing economic evidence from Latin America and especially Venez- 
uela. A good illustration is the book by the late Professor Norman S. 
Buchanan and Professor Howard S. Ellis, Approaches to Economic Devel- 
opment, New York, 1955, which I dealt with critically, particularly with 
respect to its Latin American content, in my “Approaches to Economic 
Development,” Inter-American Economic Affairs, Autumn 1955. 

















